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SCHOOL DIRECTORY 


“To know that which lies before us in daily life is the prime wisdom.”—Milton 


To assist fiduciaries in selecting and advising on desirable schools for their ; 
minor beneficiaries, Trust Companies has established a SCHOOL BUREAU. 


Authoritative and first-hand information has been obtained from numerous 
sources, and staff members have personally visited over 80 schools to assure 
careful selectivity from among the 4000 private schools. 





Write for information forms, or for dossiers of any school listed in this 
Directory. Our year of research is at your service on any special problem. 








| A REAL INVESTMENT IN A YOUNG MAN’S EDUCATION 


NICHOLS Executive Courses in Business Administration 
for High School and Private School Graduates. 


J UNIOR The Only College of Its Kind, Recog- 


nized by the State, and Quartermaster 
Corps of the U.S. A. 


Full Programme of Athletics and Campus Activities. 
For catalogue write Dormitory Life. University Courses. Degree of Asso- 
B ciate in Business Administration. International clientele. 


JAMES LAWSON CONRAD, President 





ox 
Dudley, Mass. 















CRANBROOK 
SCHOOL 


Distinctive endowed preparatory school 
for boys. Also junior department. Ex- 
ceptionally beautiful, complete, modern. 
Unusual opportunities in music, arts, 
crafts, sciences. Hobbies 
encouraged. All sports. 












CHESHIRE ACADEMY 


Formerly ROXBURY SCHOOL 
A boarding school for boys, flexibly 
organized with instruction in small 
groups and personal attention to the 
needs of every student. A large 
faculty of skilled teachers (one for 
every six boys). Sports and non- 
athletic activities. Junior Depart- 
ment. Write for illustrated catalog. 

A. N. SHERIFF, HEADMASTER 

CHESHIRE, CONN. 















Single rooms. Strong 
faculty. Individual atten- 
tion. Graduates in over 
50 colleges. Near Detroit. 
Registrar 


840 Lone Pine Road, 
Bloomfield Hills, Michigan 





















OAK GROVE 


A FRIENDS SCHOOL FOR GIRLS 


Emphasizes Preparation for College and Gracious Living. Excellent Cultural 
Departments under talented Instructors in Music, Art and Expression. 
Graduate Course Secretarial Science. Physical Education includes Correc- 
tive, Aesthetic, and Recreational Program. Upper and Lower Schools. 
Joyous Outdoor Life among Beautiful Maine Hills. Riding included. 

Mr. and Sen. Robert E. Owen, Principals ° Box 400 e Vassalboro, Maine 
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Menlo School and Junior College 


Two Schools—Same Campus 
Near Stanford University 


Non-military 


High School 
Grades 9—12 


Non-sectarian Non-profit 


Junior College 
Grades 13—14 


Students transfer to Stanford or other universities at end of 12th grade, 13th grade, 
or 14th grade, depending upon satisfactory preparation. 


Catalogs available 


Lowry S. Howard, President 
Menlo School and Junior College, Menlo Park, California 





* You Are Cordially Invited * 


To Visit the 
Near York Military Academy 


to see 
350 young gentlemen being ed- 
ucated and trained to become 
future leaders of America. 
For Catalog, address the Executive Officer 


, Cornwall-on-Hudson, New York : 


Drew 
Seminary 


for 


Young Women 


Fully Accredited College Pre- 
paratory. Junior School for 
Younger Girls. Special Courses 
- Secretarial - Art - Music. 
Homelike atmosphere. Honor 
system under Student control. 


Careful cultural training. Spec- 
ial attention given to guidance 
and character building. 


A “moderate price” school for 
discriminating parents and 
guardians. 


Herbert E. Wright, D.D., Pres. 
Carmel, N. Y. Box W. 








“A HOME AWAY FROM HOME” 


For girls and boys from 3 to 12 whose parents 
travel or live in hotels, or whose homes are 
broken by sickness, death or separation. 


4. MERRICOURT RK 
Berlin, Conn. 


Accepts small select group by month or year— 
rates adjustable. A rare combination of real 
home care and training, modern schooling, abun- 
dant outdoor life—all amidst safe, happy and 
beautiful surroundings. 

Rev. and Mrs. John H. Kingsbury, Directors. 


ORK UNION 


AcADEMY 


Fully aceredited. Prepares for college or business. Able 
faculty. Small classes. Supervised study. Lower School 
for small boys in new separate building. Housemother. 
R. O. T. C. Fireproof buildings. Inside swimming pool. 
All athletics. Best health record. Students from 27 states 
and other countries. Catalog 41st year. Dr. J. J. Wicker, 
Pres., Box A, Fork Union, Virginia. 


LAKE FOREST 
ACADEMY 


Established 1857 
A National college preparatory school for 
boys. ‘“The Richards Plan in Education” is 
unique and different. Develops interest, enthu- 
siasm, independent thinking, concentration, ef- 
ficiency, power of study. Real work available 
in physical and health education. All sports. 
Write for Booklet. 
JOHN WAYNE RICHARDS, Headmaster, 
Box C, Lake Forest, Ill. 
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EDUCATES THE 
WHOLE BOY 
ny HELPS HIM TO 
AcApDEMY FIND HIMSELF 


Studies and guides him understandingly. 
Discovers interests and aptitudes. Develops 


ULVER 


— HEAD*22! 


College Preparatory and General Courses 
Accredited — East and West 


Post Graduate Department 
and Lower School 


Outdoor Life the Year ’Round 


initiative. poise and enthusiasm for pur- 
poseful living. Prepares for all colleges. 
Junior College work. Modern equipment 
on 1000-acre campus, adjoining Lake Max- 
inkuckee. All sports. Infantry, Cavalry, 


Artillery. Catalog. 
700 Pershing Court 


Swimming 


Write 


Culver, Indiana 


Harcum Junior College 


FIRST 2 YEARS OF COLLEGE 
CREDITS TRANSFERABLE 


Academic 

Costume Design 

Advertising Design Home Economics 

Fine Art Music 

Interior Decoration Experimental Theatre 

Vocational Guidance - Professional 
Training. Practical Experience 

Placement Department. 


RIDING - SWIMMING - FENCING 
SPORTS 


Secretarial Science AT THE 


Journalism 


Last 2 years of High School Work with le 
credits given for vocational work ee | 


rs A 
EDITH HARCUM, Box T, Bryn Mawr, Pa. + ey, | 
ee > 


Riding Tennis 


A Homelike School in a College Town 


for catalog 


Mr. and Mrs. T. R. Hyde 
2530 Channing Way 


Berkeley, Calif. 


\VALLEY FORGE 


MILITARY ACADEMY 


NATION’S SHRINE 


paaranateny for college or 
business. Boys 12 to 20. Also 
Junior College of Business Ad- 
ministration. Enrollment doubled 
in past five years. New fireproof 
dormitories, modern academic 
building and library, large rec- 
reation and riding hall, stables, 
gymnasium, increased faculty. 
High scholarship standards with 
special supervision for individual 
student. All sports, golf, polo. 
Cavalry. Infantry. Senior 
R.0.T.C. Band. Highest Gov- 
ernment rating. 
For catalog, address Box U. 
WAYNE, PA.* 





Public Bond Issue to Pay Estate Taxes 


When Henry E. Huntington died in 
1927, he left an estate with an esti- 
mated value at that time of $42,000,000- 
.00, consisting largely of extensive land 
holdings in Southern California and 
heavy interests in the Los Angeles Rail- 
way Corporation. This did not include 
many of the philanthropies made during 
his lifetime, particularly the Hunting- 
ton Library and Art Gallery, containing 
well-known works of art and historical 
documents worth many millions of dol- 
lars, and a large endowment fund to 
provide for its support. 

The Security-First National Bank of 
Los Angeles and Caroline H. Holladay, 
as executors of the estate have just filed 
their final account, which was approved 
by the Superior Court of Los Angeles. 

The executors, in order to pay claims 
and taxes aggregating 9% million dol- 
lars at the time of Mr. Huntington’s 
death, resorted to an unusual medium of 
borrowing this sum through a public 


bond issue, which was sold in 1928 and 
paid in full in November, 1932. This 
is the only instance where public finan- 
cing was resorted to in taking care of 
estate obligations. Had Mr. Hunting- 
ton died at the present time, the taxes 
on the estate would amount to $29,000,- 
000.00. 


Tax litigation delayed the closing of 
the estate. The Government sought the 
collection of additional taxes on income 
received during Mr. Huntington’s life- 
time, which was finally compromised for 
$470,000.00. It also sought to increase 
the amount of the estate taxes by sev- 
eral million dollars. This was success- 
fully resisted and a refund of $412,000- 
.00 obtained on the tax paid. 


The residue of the estate was distrib- 
uted to the Security-First National 
Bank of Los Angeles as trustee for Mr. 
Huntington’s three surviving children 
and the children of a deceased son. 
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Trusteeship ina Changing World 


FRANKLIN B. KIRKBRIDE* 


As the Investment Scene Shifts 


If we could step back into a trust institution of the 1890’s we would 
be amazed at the changes that have taken place—some fundamental, others 
merely of form. Milestones which are lost in the daily fog of detail, show 


up in striking relief. 


This physical transposition is impossible, so lest we 


lose sight of those trends which have been unobtrusively shaping our 
destiny, and altering our field of usefulness, let us “take our bearings” with 
one who has been a notable pioneer in trust service and an active observer 
of the fiduciary scene since the turn of the century. This is the first of a 
series of articles written exclusively for Trust Companies.—Editor’s Note 


HE “Bad Box” gave me my first 

knowledge of styles in investing. 
I discovered quickly the Fashion Shows 
in Paris and on Fifth Avenue have their 
counterparts on the Market place. Some 
styles persist, very many, like the tulip 
craze in Holland and the Mississippi 
bubble, reflect mob madness, have their 
day, crash, misery in their wake, and are 
forgotten. 


*Over thirty years ago, while Mr. Kirk- 
bride was working on the MS of “The 
Modern Trust Company—An Outline of 
Fiduciary Banking” he was second in 
command of a large Trust Company. Be- 
fore the book was published, he had left 
the company. 


He had left, he says, because his work 
was done, the organization was capable 
and functioning smoothly, because a new 
and larger horizon had come in view, be- 
cause he feared a middle age of “potbel- 
lied complacency”, the thing Newcomb 
Carlton, Chairman of the Western Union 
Telegraph Company, says so many exe- 
cutives suffer from. 

Since that time, he has occupied a front 
rank in financial management of corpo- 
rate enterprise and the administration of 
estates. His experience covers more 
than four decades.—The Editor. 


7 


The “Bad Box” was made of tin, 
painted brown, with a few gold stripes, 
it was several feet long, about eighteen 
inches wide and maybe two feet deep. 
It was filled to overflowing with a mass 
of supposedly worthless stuff, the accum- 
ulation of years. The company had been 
granted trust powers in 1836 and as es- 
tates came in, the securities, presumably 
of no value, were just thrown into the 
big tin box and forgotten. 

Months of careful research brought to 
light unexpected value and made the time 
and labor profitable, for thousands of 
good dollars were recovered. 

There were defaulted bonds, including 
State obligations, and not of the South- 
ern States only. All had been worth- 
less when thrown aside. Later, however, 
Legislatures had compromised with their 
creditors and made appropriations, but 
the bonds had never been presented for 
payment. 


Certificates of Hope 


ILDCAT oil companies and banks 
were represented by a large assort- 
ment of certificates which bore mute 
evidence to the popularity of ventures 
that had passed into oblivion. 
The predecessors of the American 
Bank Note Company had certainly made 
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money and given their artists free 
rein in designing voluptuous ladies and 
glamorous males to grace evidences of 
value that were apparently eagerly 
sought out, paid for and consigned to 
oblivion as their beauty faded and value 
dwindled. 

Among the older stocks were certifi- 
cates for one share each, issued to the 
original subscriber and with each trans- 
fer of ownership recorded on the back 
—thus proving how little buying and 
selling was expected and how permanent 
ownership was expected to be. 

Nattatoria had been popular, too, be- 
fore the genius of inventors had made 
us plumbing-conscious as a nation and 
banished those gems of American archi- 
tecture which in the old days were a ne- 
cessary adjunct of every dwelling. 

Plank roads and toll roads had had 
their day and some of them, on the ad- 
vert of the trolley, had been discovered 
to own valuable charter right-of-way 
privileges—literally a resurrection from 
the dead. So dollars were retrieved 
from most unexpected sources. 

The securities in the “Bad Box” bore 
mute testimony to changing styles in in- 
vestments, to the fact that in days gone 
by people married their investments, 
holding on tenaciously for better or 
worse, till death or failure did them part. 

Then, as now, waves of prosperity and 
depression were the order of the day, 
and war, invention, legislation, changing 
social customs were reflected in new ven- 
tures which were, in a steady progres- 
sion, absorbing investment capital head- 
ed for success or failure. 


Moral ‘of the Bad Box 


HE lesson which the “Bad Box” 

taught was that vigilance is the price 
of success in investing. It made one 
realize in what a haphazard way invest- 
ing is done, for the bigger the estate, 
the more (in most cases) were the 
worthless items. 

Mrs. Bloomfield Moore, of Philadel- 
phia, was one of the patrons and back- 
ers of the Keely Motor which was to 
make perpetual motion available to all. 
She gave friends one share certificates 
and predicted each share would produce 


a fortune. Her wealth and social posi- 
tion did not save her from being duped. 


The “Bad Box” proved that even the 
largest investors take long chances with- 
out counting the cost. And the number 
of contemporary estates holding the 
same issues proved that the investors of 
those days were sheep for the shearing. 

Many of them had failed to heed the 
warning “Don’t go clamming at high- 
tide,” and had jumped in on the crest 
of the wave and crashed on the rocks as 
the waves receded. 


Boyd’s City Dispatch issues lists of 
classified Americans tabulated by states 
and sections. The wealthiest recom- 
mended as good prospects for the sale 
of “bonds, investment securities and ex- 
pensive articles.” The lower class for 
“speculative stocks and articles of med- 
ium cost.” This is just a commentary 
on character! 


It is estimated that more than $500,- 
000,000 is lost each year in this country 
through investments in fraudulent secur- 
ities and that some 90% of all life in- 
surance money paid in lump sums direct 
to beneficiaries is either lost or used up 
within seven years. 


Market Emotions 


F, TO the conscientious, experienced 

individual or group, earnestly striv- 
ing to serve the investor acceptably, it 
is at times very difficult to decide on a 
wise course of action, notwithstanding 
all information at hand, how much more 
difficult it is for the average man or 
woman to know what to do with money 
for investment. 


If the honest trustee admits frankly 
that any single item in an investment 
list may go wrong and says in all 
humility his work must be judged by 
averages—the average performance of 
the entire group of securities over a 
period of years, what chance is there for 
the man in the street? 


The long lists of quotations, the finan- 
cial pages of the daily papers mean so 
little to the untrained mind and when 
financial news does get on the front page 
with big headlines, it may mean the top 
of a bull market or the other extreme. 








i 
i 


IRR NE nb Ri I 


aha anna R henselae bo "= . 


ein A Lab shane 


dei Nesta 


cats RNC 





After a protracted rise, a boiling mar- 
ket excites emotions akin to frenzy and 
an almost irresistible impulse to join the 
crowd tempts the unthinking and the 
unknowing to risk at the top what 
might have been bought at the last pre- 
vious low point, when bonds and stocks 
went begging and buyers had disappear- 
ed. Just so when stocks hit bottom with 
a thud, wiping out thinly margined ac- 
counts, fear drives the crowd to sell, to 
sacrifice good, bad and indifferent secur- 
ities indiscriminately. 

Mob psychology is a potent factor in 
the market place and it takes character, 
courage and knowledge to buy when the 
crowd is selling, to sell when the major- 
ity are buying. It is made so easy to 
follow the crowd, so hard to right-about- 
face. 


Uneasy Faith 


ae HAT is the investment field? 
I want to know”’—the man with 
money to invest asks. 

Land, transportation, communication, 
industry, the whole field of human en- 
deavor is always crying for capital. As 
a rule the louder it cries the greater the 
risk. Capital flows noiselessly to the 
best, the safest, the real opportunities 
for profit. , 

It has been well said that: 


American Banking in its successful 
eagerness to perfect the machine, is still 
in rompers when it comes to interpreting 
and explaining to the lay mind the many 
uses and necessities of what it creates. 


While the investing public realize the 
‘average person is a poor judge of in- 
‘vestments, they also apparently think 
good trust officials are “safe but dumb.” 

Like the old woman who said she had 


“faith with uneasiness,” the trustee, to 


be successful, must always be alert, 
watchful and fearless, ready to act, for 


‘the investment scene is always changing. 





Air Travel Costs 


The average airline ticket from New York 


‘to the West Coast, which cost $400 in 1929, 


sells for $150 today, while the average 


‘travelling time has been cut from 26 to 16 
-hours, air transport statistics show. 
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The New Securities Regulation 


The newly promulgated investment se- 
curity regulation was discussed recently by 
Marshall R. Diggs, Acting Comptroller of 
the Currency, at the Graduate School of 
Banking at Rutgers University. 

He said that a revision had been under 
consideration for some time and the Fed- 
eral Deposit Insurance Corp., the Recon- 
struction Finance Corp., and the Federal 
Reserve Board had all given suggestions for 
the new draft. 

He asked bankers to bear in mind the 
following points: 


“1. There are no requirements as to the 
size of an issue of securities in determining 
whether a security is marketable. 

“2. All reference to the rating manuals 
is eliminated; however, distinctly and pre- 
dominantly speculative types are, of course, 
still prohibited. 

“3. Reference to registration of the is- 
sue under the Securities Act is likewise 
eliminated. 

“4. A provision is made for the purchase 
of securities convertible into stock at the 
option of the holder or with stock purchase 
warrants attached. This provision consti- 
tutes a statement of the position that the 
Comptroller’s Office has previously taken. 
Under the new regulation the purchase of 
securities convertible into stock at the op- 
tion of the holder or with stock purchase 
warrants attached is prohibited if the price 
paid for such security is in excess of the 
investment value of the security itself, con- 
sidered independently. of the stock purchase 
warrants or conversion feature. If it is ap- 
parent that the price paid for an otherwise 
eligible security fairly reflects the invest- 
ment value of the security itself and does 
not include any speculative value based upon 
the presence of a stock purchase warrant 
or conversion option, the purchase of such 
a security is not prohibited. 

“5. The important change in the regula- 
tion has to do with the purchase of invest- 
ment securities issued by established com- 
mercial or industrial businesses or enter- 
prises.” 

Of particular interest to fiduciaries in the 
new investment securities regulation which 
became effective July 1, 1938, is the rephras- 
ing of (2) under Section 1. It now reads: 

“(2) Where the security is issued under 
a trust agreement, the agreement must pro- 
vide for a trustee independent of the 
obligor, and such trustee must be a bank 
or trust company.” 
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City Bank Farmers Trust Company 
offers you its services as executor, 


trustee, custodian, guardian, or 





manager of investments in New 


York. It is also equipped to serve 





corporations as transfer agent, reg- - 
‘ 


ill 
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istrar, corporate trustee, or in other 


agency capacities. 
You are cordially invited to dis- 
cuss with one of our officers the 


services the Trust Company is or- 





ganized to render. 





City Bank Farmers 
cuneraes wx LSE Company 






Head Office: 22 William Street, New York; Uptown Office: Madison Ave. at 42nd Street; 
Brooklyn Office: 181 Montague Street 
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20th Century Capitalism 





The Replacement of Ineffective Self-Discipline by Government 
Control 


JAMES G. SMITH 
Associate Professor of Economics, Princeton University 


TEAM power, railroads, automobiles, 

radios, electric refrigerators, and air 
conditioning constitute the familiar and 
frequently dramatized material manifes- 
tations of progress under the modern 
economic system. Few of us appreciate 
the richness of life contributed by schools 
and playgrounds, parks, public highways, 
sanitation, police protection, and the 
great variety of goods and services made 
available through governmental organiza- 
tion. 

A still smaller number of people can 
visualize with understanding and appre- 
ciation the role played by the economic 
and financial organization that makes 
possible these advantages. Indeed, to 
many people the modern scene appears 
to be a turbulent chaos characterized by 
barren waves of speculation, by class 
conflict, by rapacious greed for profit, 
and by lust for power. There appears 
to be an intermittently violent struggle 
between government and business, with 
the former intent on destroying the lat- 
ter whenever it becomes so efficient or 
powerful as to dominate a field of ac- 
tivity. 

The Central Exchanges 


N THE economic and financial organ- 

ization of modern economic life, 
scarcely understood as it is, are pack- 
ed the truly dramatic and critical 
problems of the modern world. In this 
arena middlemen of every conceivable 
variety engage in or facilitate the pro- 
duction and distribution of goods and 
services. For example, organized com- 
modity exchanges, such as the grain, cot- 
ton, hide and leather, metal and other 
exchanges contrive to keep in existence 
a continuous market and a well-known 





and convenient location in which, at all 
times, producers may sell and distribu- 
tors may buy. Stock exchanges per- 
form the same service for the invest- 
ment market. 

Likewise, banks lend to producers, 
middlemen, retailers, and even to con- 
sumers, and through deposit accounts, 
keep accurate records of the ownership 
of the ever-shifting purchasing power 
represented by modern credit. Invest- 
ment banks, and trust companies 
through their corporate fiduciary in- 
vesting, constitute an institutional me- 
chanism by which private capital financ- 
ing is accomplished. At the same time, 
they set up elaborate bookkeeping and 
legal documentary procedures to safe- 
guard property rights and record own- 
ership of the countless securities out- 
standing. Life insurance companies, 
savings banks, investment trusts and 
other similar institutional investors 
serve as experienced middlemen between 
the capital market and the millions of 
individual savers. 

The evolution and functional develop- 
ment of these middlemen, and particular- 
ly of the financial intermediaries, is not 
generally appreciated. The interesting 
possibilities of analyzing and interpret- 
ing their rise, concurrently with the ma- 
terial advances of society, have not been 
fully explored. The conventional, now 
badly shopworn and always somewhat 
mystical, explanation that these institu- 
tions serve to promote the perfect opera- 
tion of the “law of supply and demand”, 
if government interference will absent it- 
self, is quite definitely in ill repute. While 
it may serve as a sort of counsel of per- 
fection to the initiated it can hardly be 
expected to do anything but irritate the 
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citizen of general intelligence who has 
lived through the decades of the 1920’s 
and 1930’s. 


Clarify the Common Interest 


T IS possible not only the lay citi- 
| zen, but also bankers, corporate fidu- 
ciaries, and business men may improve 
their mutual relationships and under- 
standing if some new and possibly more 
realistic interpretation of modern eco- 
nomic life is attempted. It is suggested 
that the first step toward such an inter- 
pretation is the clear admission that 
there are three parties involved in the 
apparently chaotic conflict of interest 
that currently prevails: the great mass 
of people as workers and consumers, the 
enterprisers (business men and financial 
intermediaries), and the government as 
arbiter and provider of sanctions. 

The problem is to resolve the conflict- 
ing interests in such a manner as to 
maximize the common interests of all. 
The first hurdle to overcome is to decide 
what this common interest is, but it may 
be accepted for the time being, at least 
in democratic and capitalistic countries, 
that equality of opportunity and free 
markets are most likely to contribute to 
a high level of economic well being. “Se- 
curity” or “employment for all who are 
able and willing to work” are here con- 
sidered as desirable objectives but less 
fundamental as means. 


Nineteenth-century individualistic doc- 
trines assumed that there was an evolu- 
tionary trend of economic development 
towards utopian capitalism, solely 
through the operation of competitive 
forces. It was believed that progress 
would occur automatically if government 
would but give private enterprise a free 
hand to develop new inventions, to dis- 
cover and exploit new resources, and to 
organize more and more efficiently, pri- 
vate manufacturing, distributing, and fi- 
nancing institutions. 


Active vs. Passive Government 


The appropriate role of government 
was considered to be passive, it should 
merely enforce the rules of common jus- 
tice, afford protection from fraud and 
violence, and engage in a few public en- 





terprises that it was generally known 
would not be undertaken by private cap- 
ital. Equality of opportunity and free 
markets would be assured, first, by rea- 
son of the benign influence of competi- 
tion and second, through access by any 
injured party to the courts for enforce- 
ment of common law. 


It was a basic part of this individual- 
istic philosophy that every person should 
be recognized to have certain inalienable 
rights (life, liberty, and the pursuit of 
happiness) ; but, contrary to the general 
business man’s belief, it was never an ac- 
cepted part of this dogma that property 
rights as such were inalienable. The po- 
tential conflicts of interest between pri- 
vate property rights and the genera! 
public interest has been recognized in 
common law for many generations, with 
resulting limitations on these rights 
(such as the rules against perpetuities). 


"| Cae dee economic and 
political doctrine, so far as demo- 
cratic countries are concerned, has ad- 
ded one important qualification: that in 
order to secure equality of opportunity 
and free markets the role of government 
must be active rather than merely pas- 
sive. The enforcement of the rules of 
common justice may still be considered 
the essential function, but it is much 
more broadly interpreted to include, for 
example, active prosecution by govern- 
ment for violation of civil rights rather 
than the mere provision of the courts as 
an avenue of redress. This change in 
emphasis has very wide application and 
is manifested in many fields that have 
been covered by a variety of legislation 
since the 1890’s. 


The Pattern of Development 


The pattern of development is as fol- 
lows: In the first stage, individuals oper- 
ating under common law compete sever- 
ally in the development of a given line 
of economic activity. In the second 
stage, the activity grows in magnitude 
and density at certain geographical cen- 
ters, and individuals organize into some 
sort of institutional group for the regu- 
lation of their particular trade or activ- 
ity. 
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EVERY FINANCIAL 
SERVICE--- 


For 134 years this bank—the oldest in New Jersey—has adequately 


served in all financial matters the industrial and commercial interests 


of this great and growing community—constantly increasing its facilities 


and broadening the scope of its activities in the banking world. 


NATIONAL NEWARK & ESSEX 
Banking Company 


Broad, Clinton & Commerce Streets 


Newark, New Jersey 


Member Federal Reserve System 


In the third stage, the group common- 
ly recognizes a community of interest in 
the protection of their profession, craft, 
or other type of activity from unscrupu- 
lous, unskilled, or even criminal inter- 
lopers and accordingly develops stan- 
dards and rules of action that it attempts 
to enforce upon its members. Many of 
these rules concern the existence of fair 
dealing as among members, but some of 
them are designed to police the relation- 
ships between the members of the group 
and the public. 

In the fourth stage, such organiza- 
tions frequently discover that they are 
powerless to enforce their own rules, es- 
pecially in a country whose government 
guarantees freedom of action to all. 

Consequently there comes a time when 
they call upon the government to help 
enforce these standards of conduct and 
help control the activities of interlopers. 


Enforcing Accepted Principles 


N SOME cases, self-regulating organ- 
izations succeed well in the enforce- 


Member Federal Deposit Insurance Corporation 





ment of their rules for protection of 
their own members, but fail intermit- 
tently or even regularly to enforce ade- 
quately those rules that are designed 
avowedly to police the dealings of mem- 
bers with the outside public. In such 
cases the initiative for government reg- 
ulation is likely to come, not from the 
organization itself, but from social and 
political reformers, especially during 
times when the public is aroused, as it is 
during depressions. 

Historical development of the Ameri- 
can economic system fits into such a gen- 
eral pattern. Inability on the part of 
the banking system to protect its mem- 
bers and the public from unsound prac- 
tice came to be generally recognized by 
bankers who have sought and obtained, 
since the middle of the nineteenth cen- 
tury, state and federal regulation and 
filupervision, as manifested by the Suffolk 
banking system. Outbursts of unregu- 
lated and unqualified competition subse- 
quently have been met by further legis- 
lation sought largely by the banking 
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fraternity itself. For example, by 1907 
laws were passed to compel trust com- 
panies to maintain reserves against their 
growing demand deposits. More recent- 
ly, the increasing encroachment by build- 
ing and loan associations upon commer- 
cial banking has been checked by legis- 
lation. 

The second and third stages of devel- 
opment (organization of institutions for 
self-discipline) have been exemplified in 
such things as the clearinghouse asso- 
ciations of banks, the securities ex- 
changes, the commodities exchanges, 
professional associations (e.g. law, medi- 
eine, dentistry), trade unions, trade as- 
sociations, and the like. All of these or- 
ganizations set up standards not only for 
protection of members against unfair 
methods and against interlopers, but al- 
so for the policing of relationships be- 
tween them and the public. 


Standards of Corporate Trusteeship 


NOTHER striking example of the 
A second and third stages of develop- 
ment are the personal trust services of- 
fered by trust companies. Many unfor- 
tunate experiences with individuals as 
trustees led, during the nineteenth and 
twentieth centuries, to wider and wider 
public acceptance of the trust company in 
the capacity of trustee for private trusts. 
Similarly, during the latter half of the 
nineteenth century, performance of trust 
and agency services for security issues of 
corporations came to be entrusted more 
and more to trust companies. The 
Schuyler frauds in the middle of the 
nineteenth century and other similar 
though less spectacular breaches of faith 
constitute the background upon which 
has grown the modern corporate trust 
and agency business of trust companies. 

Much-needed discipline over the capi- 
tal investment market, after the halcyon 
days of Jim Fiske, Daniel Drew and 
their prototypes, came about under the 
forthright leadership of the senior J. P. 
Morgan. 

In some instances and for some types 
of offenses, self-discipline by such au- 
tonomously organized institutions has 
been adequate and effective. For ex- 
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ample, the personal trust business under 
organized corporate fiduciaries appears 
to function without further governmens 
tal action than the passive one, namely, 
the administration of the common law. 
The same appears to be true with respect 
to the corporate trust and agency ser- 
vices. 

The explanation probably lies in the 
fact that the threat of action for dam- 
ages is sufficiently real in connection 
with these types of activity. Conse- 
quently, carelessness or fraud in hand- 
ling personal trusts or corporate trust 
and agency business is not only quickly 
detected but procedure for correction is 
in fact automatically initiated under the 
common law by some injured party. 


The Current Stage of Development 


USINESS organizations, through 

the Federal Trade Commission and 
state and federal laws, have recently ob- 
tained a growing body of doctrine as to 
fair trade practices, and labor unions are 
seeking through federal and state laws 
the development of protection in their 
organizational privileges. This is the 
fourth stage (government intervention 
either upon request or in spite of the 
organization concerned). 

Generally speaking government action 
is required where the injured party is 
that intangible, vague person, the pub- 
lic. For example, the public suffered 
from certain well-known speculative 
practices of members of the securities 
exchanges. While all reputable securi- 
ties exchanges had rules against such 
practices, repeated investigations show- 
ed that these rules were not adequately 
enforced. The iron discipline of the ex- 
change would fall heavily on a member 
who injured another member, but when 
the injury involved only the outside pub- 
lic there was, generally speaking, no way 
to start action by one or another of the 
disciplinary committees. 

The rule was there but there was no 
prosecuting attorney. This fourth stage 
of development, in this instance, was 
necessary and has now been achieved 
with the passage of the Securities and 
Exchange Commission Act of 1934. 
Similar legislation in 1936, based on par- 
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allel circumstances, created the Commod- 
ities Exchange Commission.* 


Discipline and Capitalism Not Antagonistic 


EVELOPMENT of government in- 

tervention, far from being a nega- 
tion of competitive democratic capital- 
ism, is merely a stage of development ap- 
pearing to an increased extent as more 
and more sectors of economic activity 
come to be sufficiently extensive and or- 
ganized so as to make possible and neces- 
sary a set of protective standards. 


The object in view is still mainten- 
ance of freedom of enterprise, free cap- 
ital markets, freedom of consumer 
choice and freedom of contract. But, in 
order to preserve these freedoms, either 
autonomous or governmental control 
needs to be developed over practices that 
may conflict with the legitimate rights 
of others. Freedom under democratic 
society does not mean anarchy (either 
for financiers and business men or for 
workers) ; it means freedom disciplined 
in the general public interest, and the 
more organized and powerful the group 
the more likely it is to be subjected to 
government regulation. 


The nineteenth-century doctrine of 
laissez faire proposed a minimum of gov- 
ernment action, not because its advo- 
cates believed in anarchism, but be- 
cause they believed that autonomous or- 
ganization of business and financial in- 
stitutions would, in free markets, devise 
their own regulations and checks on 
abuses. To the extent that government 
intervention can supplement and encour- 
age the development of such checks, the 
same objectives are approached. 


Modern opponents of laissez faire are, 
in reality, seeking the same final objec- 
tive. When that is accomplished prices 
and interest rates will serve as true 
guides to consumption, distribution, and 
production of goods and service. The 
capitalistic system may then be able to 
plan its economic activities, through 
free competition, as advocates of capital- 
ism generally claim that it does. 


*This did not, of course, develop suddenly un- 
der the ‘“‘New Deal’’, but dates from 1914 when 
the Cotton Futures Act was passed. 





SPECIALISTS IN 


AUCTIONS 


OF ANTIQUES. ART. 
JEWELRY, LIBRARIES, Etc. 


Trust officers have long recognized our 
fine facilities and location for the dis- 
persal of estate properties, and our 
special department for appraisals and 
inventories. Your inquiry is invited. 


E. P. and W. H. O'Reilly, Auctioneers 


PLAZA 


ART GALLERIES, Inc. 


9-13 EAST 59th STREET, NEW YORK 
ESTABLISHED 1916 


Member of Antique © Decorative Arts League 





Reform as Outcome of Trends 


GAINST a background of historical 

perspective, both the events lead- 
ing up to the great depression of the 
early 1930’s and the events following 
stand out in clear relief as part of a pat- 
tern of growth. The unfortunate col- 
lapse that inaugurated the depression, 
as may now be clearly seen, was the re- 
sult of a cumulation of errors in judg- 
ment not only by bankers and business 
men but even more pointedly by govern- 
mental policies that sought to keep 
farmers prosperous while at the same 
time raising tariffs, that sought to main- 
tain large commodity exports by encour- 
aging foreign loans yet discouraging 
commodity imports, and that permitted 
the banking system to so operate that 
long-term securities became virtually 
part of the money supply of the economy. 
Many of the subsequent developments 
under the elaborately publicized and 
criticized “New Deal’, have been mere- 
ly reforms that were the outcome of 
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trends extending back for several de- 
cades. 

Towards attainment of this objective 
of open markets and true opportunity for 
all, the energies and acumen of bankers 
and business men might well be directed, 
with the promotion of the general public 
interest and an ever-widening consumer 
purchasing power as incidental results. 
The risks of business enterprise always 
have included the hazard of government- 
al actions of various sorts (from silver 
policies to wars) and they probably al- 
ways will. 


The Trustee’s Responsibility 


N its important capacity as guardian 
i] of private property, as well as its ser- 
vice in such capacities as transfer agent 
or trustee for corporate property, the 
modern corporate fiduciary occupies a 
strategic position. In the exercise of its 
functions, the trust company can con- 
tribute mightily towards the stability of 
the capitalistic system based on private 
property. 

Their success, and the success of the 
capitalistic system itself, will be better 
assured if the individuals in responsible 
positions in the great trust companies 
will view the troublesome problems of the 
moment with a perspective undaunted 
by any overzealous partisanship. The 
success of capitalism depends on the suc- 
cess of democracy, and the excesses of 
reform administration are as natural and 
inevitable in democracies as are “purges” 
in dictatorships. Let corporate fiducia- 
ries be reinforced in their determination 
to preserve the system on which they 
depend by declarations such as the fol- 
lowing :* 


“Tf men of power and authority and in- 
telligence in this country conduct them- 
selves over the next few years in a way 
which will be constructive for the public 
good; if they will increase their power 
to serve the people of the country and 
act in a manner which will appeal to the 
sense of fairness and honesty which the 





*Perkins, J. H., ‘‘Responsibilities which at- 


tach to prosperity and custodianship of wealth,” 
Trust Companies (Feb. 1925); Cf. Wade, Festus 
J., “How Bankers can help to solve Labor and 
Industrial problems,”’ 


Ibid., (Sept. 1923). 
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people possess so strongly there is no 
reason why we should not look forward 
to a long era of great prosperity, of great 
national usefulness. 


A “Rigged” Market 


RUST companies also have a large 

interest in the trends of twentieth- 
century capitalism. It has long been 
urged by such men as Professor Irving 
Fisher that trustees should invest in 
common stocks; and, if the capitalistic 
system functioned with free competitive 
markets in all its branches and especially 
if there were a really free capital market, 
there would be no sound answer to the 
arguments advanced by Professor Fisher 
in favor of the investment of some types 
of trust funds in common stocks. 

At a time when the present writer be- 
lieved that the American securities mar- 
kets were essentially institutions that re- 
sulted in a free capital market, he urged 
such a policy of investment by trust com- 
panies. The best answer received at that 
time to his “academic” arguments was 
addressed to him by C. A. Luhnow, then 
publisher of Trust Companies: 


. any advocacy of stocks as invest- 
ments for trust funds, especially at this 
time (spring of 1928) when we see how 
illogically and under what speculative 
impetus the stock market is behaving, 
would be dangerous. 


Just how “illogically and under what 
speculative impetus” the stock market 
was behaving at that time was subse- 
quently disclosed in the Congressional 
investigations of brokers’ loans for ac- 
count of others and in the hearings on 
the securities act and the stock exchange 
commission act. But the market was not 
a free capital market; it was a “rigged” 
market, not only in the sense that a few 
individuals were engaging in activities 
that were definitely outlawed by the rules 
of the Stock Exchange, but also in the 
sense that a system was being permitted 
to operate that tended inevitably to pro- 
duce highly speculative and inflationary 
movements in security values. 





The Place for Conservatism 


NTIL a truly free capital market 
[ | can be permanently created, either 
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through the regulations of the Securities 
and Exchange Commission or by the 
Stock Exchanges themselves, corporate 
fiduciaries should certainly not invest 
trust funds substantially in common 
stocks. The success of the common trust 
fund movement, which may be highly 
important for the operation of corporate 
fiduciaries in competition with invest- 
ment trusts, likewise depends on this 
market condition.* 


In the light of the distressing expe- 
riences since 1929, the highly conserva- 
tive character of the corporate trustee in 
his capacity of investor of peoples’ sav- 
ings has proved to be a meritorious con- 
servatism. They now face an era in 
which twentieth-century capitalism is 
hopefully embarking on efforts to im- 
prove the capitalistic system, or at least 
to prevent it from disintegrating, by in- 
stituting controls that are expected to 
result in a nearer approximation to free 
markets in goods, services, and securi- 
ties. 


It is highly probable that this trend 
will continue, with only minor abatement 
during times when another political 
party may be in power. Will these new- 
er developments create a situation in 
which trustees may, with greater assur- 
ance, follow investment policies that 
more nearly accord with theoretical ar- 
guments that are valid on the assump- 
tion of a free economic system? To the 
extent that democracy in the future is 
successful in maintaining twentieth-cen- 
tury capitalism, the trust company may 
develop new investment policies with 
broader powers to place peoples’ savings 
in non-legal securities. In the uncer- 
tainties of the present situation they may 
undoubtedly and properly proceed with 
their reputed caution; but, if they are too 
conservative, investment trusts, under 
one name or another, may grow and 
trust companies may decline. 


*Where a trust is likely to terminate, not 
when the business cycle is at its peak, but when 
some individual dies or some other entirely ar- 
bitrary event materializes, the investment of the 
funds in common stock might create difficulties 
whether or not the capital market were free. 


For 
FLORIDA ESTATES 


The ancillary ser- 
vice of southeast 
Florida’s pioneer 
fiduciary institution 
assures prompt, ef- 
ficient and econom- 
ical management. 


Correspondence 
invited 


FIRST 
TRUST 
COMPANY 


MIAMI 
FLORIDA 


Epwarp C. Romru, President 
C. W. FisHsurne, Vice-President 


A FIDUCIARY INSTITUTION 


Under Supervision of State Banking 
Department 


Established 1910 


Canadian Stability 


With Canadian gold production at the 
highest level in history, and with metal pro- 
duction generally rising close to record 
levels, mining is again proving itself a high- 
ly constructive influence in Canadian eco- 
nomic life. Without any substantial vol- 
ume of wheat available for export, with re- 
duced demand for newsprint in the United 
States and with a decline in the demand for 
lumber in both the United States and Great 
Britain, the internal business of Canada is © 
showing a surprising resistance to the de- 
pressive influence of the recession in the 
United States. The physical volume of bus- 
iness in Canada declined from a high point 
of 127.9 in November, 1937, to 106.7 in Feb- 
ruary but it rose to 108.8 in March, and 
April and May employment figures give 
grounds for hope that a further rise is tak- 
ing place. Employment is well below the 
high peak reached in the latter months of 
1937, but the total volume of employment 
in most lines of industry remains above the 
level of the corresponding months of 1937. 


Royal Bank of Canada Letter 
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Che 
Cleveland 
Crust Company 


Banking Offices located throughout Greater Cleveland and nearby 








CONDENSED STATEMENT OF CONDITION, JUNE 30, 1938 
ASSETS 








Cash on Hand and in Banks . . ‘ - « $ 100,172,974.67 
United States Government obligations, direct 
and fully guaranteed . 102,100,524.42 






State, Municipal and Other Bonds and Invest- 
ments, including Stock in Federal Reserve 











Bank, less Reserves . . ; 12,328,100.61 
Loans, Discounts and Advances, less Reserves ‘ 129,288,930.93 
Banking Premises . . ee Se eS 5,890,597.65 
Other Real Estate, less Reserves 3 11,035,342.30 
Interest and epee Accrued and Other 

Resources. . 2,935,025.35 
Customers’ Liability on Acceptances and Letters 

of Credit Executed by this Bank . . ... 1,285,946.19 

eee Fle 
LIABILITIES 
Capital Notes .. - $ 14,137,500.00 
(Subordinated to Deposits and 
Other Liabilities) 
Capital Stock. . . — 13,800,000.00 





Surplus and Undivided Profits 4,306,168.54 





$ 32,243,668.54 







Retirement Fund for Capital Notes. . .. . 201,000.00 
Reserve for Taxes, Interest,etc.. . . . 2. « - 1,664,816.42 
Dividend Payable July 2,1938 .....-. 138,000.00 
DEPOSITS 






Demand. . ..... + $ 141,557,776.22 
Tim@ « ee ec ec ee oe 170,138,808.20 
Estates Trust ra epee 

(Preferred) . oa 11,180,001.27 
Corporate Trust Department 

(Preferred) . . . « « « 4,517,795.70 










$ 327,394,381.39 






Other Liabilities . . . 2,109,629.58 
Acceptances and Letters of Credit Executed for 
Customers .. hie Se oe ee + 1,285,946.19 






$ 365,037,442.12 











MEMBER 
CLEVELAND CLEARING 
HOUSE ASSOCIATION 


MEMBER 
FEDERAL RESERVE 
SYSTEM 













Member Federal Deposit 
Insurance Corporation 





Manning the Trust Machinery 


Producing a Satisfactory Product for the Fiduciary’s Consumer 


MILES TOWNSEND 
Trust Examiner, Federal Reserve Bank of Cleveland 


RUST business may be compared to 
a great manufacturing enterprise, 
with, first, its general manager and the 
operatives; second, the machinery of the 
plant; and third, the finished product. 
I am drawing heavily from my exper- 
ience during the past few years, in see- 
ing how the other fellow runs his plant, 
what he is producing, and the character 
of the boss and the workmen. There 
are many different trust products neces- 
sary to serve the varying needs of dif- 
ferent communities, and many entirely 
different types of trust men who, by their 
own characteristic methods, are operat- 
ing their plants in entirely different 
manners, and yet are achieving the same 
splendid results. We must therefore be 
very tolerant as we study the methods 
used by the other fellow, especially when 
those methods happen to differ radically 
from the ones to which we have become 
accustomed. 


The Trust Manager 


O THE trust company just starting 

in this great work, or to the trust 
institution which finds itself in the mar- 
ket for a general manager, we cannot 
emphasize too strongly the importance 
of selecting as trust officer or vice presi- 
dent in charge of trusts, an individual of 
exceptional qualities. 

Perhaps the ideal trust officer doesn’t 
exist; but at least we may suggest a 
few qualifications that should be kept in 
mind when selecting him. In the first 
place, he should be personable, sympa- 
thetic, patient and friendly. Secondly, 
he should have a good working know- 
ledge of the law of trusts and adminis- 
tration of estates. He should have a 
general knowledge of bookkeeping and 
accounting, especially the type of ac- 
counting used in the operation of the 


trust business, a part of which should 
have been gained by actual experience in 
a trust department. 

It is not necessary that he have all the 
qualifications of an investment counsel, 
but he should be willing to study and 
keep in touch with the subject, and be 
able to join with the trust committee in 
applying the factual data submitted to 
it by its own or other investment coun- 
sel. The trust officer should be able in-. 
telligently to determine which of his 
numerous duties he may delegate to 
others, and which he will be expected 
personally to perform. 


Measure of Successful Performance 


HE other operatives of the depart- 

ment will vary in their qualifications, 
depending on the size and character of 
the plant, but the same care should be 
exercised in selecting them, for without 
capable assistance the general manager, 
or trust officer, is helpless. Also, out of 
this group of assistant officers, may come 
one who, some day, is to take the general 
manager’s place. Whatever we may say 
as to the importance of having the sup- 
port of the bank’s executive officers; how- 
ever important it is to have an able and 
enthusiastic Trust Committee, or a 
Board of Directors who lend their val- 
uable time and ability to the develop- 
ment of the trust business in any institu- 
tion will be measured by the character 
and ability of its general manager and 
his assistants. 

The trust business is one that demands 
integrity, accuracy, and an understand- 
ing of and respect for confidential rela- 
tionships. The Corporate Trustee should 
keep in mind that someone may be not- 
ing the disorder on that clerk’s desk; 
that someone may be hearing that other 
clerk’s too-loud and unpleasant voice; 
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that someone may be noting with dis- 
pleasure the boisterous chatter of that 
group who have caught up with their 
work and apparently have nothing to do; 
that someone may be repelled, instead of 
attracted by that first greeting or first 
impression as he or she enters the trust 
department. 


The best work is not done by tired, 
over-worked officers or employes. In 
spite of our eternal endeavor to keep 
down overhead, it may prove poor econ- 
omy to have our department under- 
manned. And, if it sometimes appears 
over-manned,—if the time comes when 
there is not enough work to keep all 
hands and minds busy, then the ambi- 
tious employe will utilize the spare time 
in familiarizing himself with something 
a little outside his jurisdiction, or im- 
prove his mind by reading and study- 
ing the trust literature to which every 
trust department employe should have 
free access. 


What Makes Satisfied Customers? 
F ASKED the question “What is the 


most important product of the trust 
business?” I believe many of you would 


say “a satisfied beneficiary.” However, 
this is rather an indirect result; first we 
must consider the products that are ne- 
cessary to satisfy the beneficiary. If 
you were to take the average beneficiary 
on a tour of inspection through your 
trust plant, he would, no doubt, take a 
passing interest in your elegant furni- 
ture, your well kept files, and your mod- 
ern machine equipment. He would be 
interested in learning that his estate is 
being administered in a modern and 
business-like manner, that an expert is 
seeing to it that his taxes are being held 
to the legal minimum, and that able 
counsel is passing upon the questions of 
law that arise in the administration of 
the trust. 


This beneficiary would most certainly 
be interested in your magnificent fire- 
proof, burglar-proof vaults, and in learn- 
ing that under your well developed sys- 
tem of security control, nothing short of 
a conspiracy among an absurdly large 
number of employees and officers could 
result in the physical loss of his securi- 


ties. But there is something else the 
beneficiary wants to know. The un- 
asked questions that probably are upper- 
most in his mind are something like 
these: 


“What is being done with my money? 
In these troubled times is my trust fund 
earning as much as it should? 

Are they careful with my invest- 
ments? Could it be that they are 
speculating with my money? I wonder 
if they really know what they are doing. 
I wonder if anybody does.” 


It would seem logical then to say that 
the most important product of a trust 
department is an intelligently construc- 
ted and diversified portfolio of invest- 
ments, in which sufficiency of income and 
stability of principal have been studious- 
ly and effectively coordinated with the 
purposes of the trust, the needs of the 
life beneficiary, and the trustee’s duty 
to the remainderman. 


Beneficiary Relations 


CLEAR-CUT, concise and _ under- 
standable statement is another pro- 
duct which makes for satisfied benefi- 
ciaries. Much time and thought has 
been given to the form and substance of 
statements, but the consensus of opinion 
among trust men, as I find it, appears to 
be that there is more likelihood of per- 
mitting statements to contain too little 
information, than there is of making 
them too comprehensive and voluminous. 
One trust officer that I know, personally 
checks statements, not so much for ac- 
curacy and neatness, as for form and suf- 
ficiency of information, imagining him- 
self, as he tells me, in the place of the 
beneficiary, and determining from that 
viewpoint whether the statement is in- 
telligible, convincing and satisfying. 
There is, I believe, nothing that can 
take the place of friendly, courteous at- 
tention given to the beneficiary when he 
comes into the trust department to dis- 
cuss his estate or his personal affairs. 
His questions may seem unimportant to 
us, but they may mean much to him, and 
nothing spent in fostering good will may 
bring more successful and lasting results 
than the time of the trust officer or his 
assistant, given in willing, unhurried, 





TRUST COMPANIES 


sympathetic attention, discussion and 
counsel with beneficiaries. 


It is quite probable that there is much 
trust business that never reaches the 
trust company, because the prospective 
donor has not been made to understand 
that the Corporate Fiduciary is more 
than a highly efficient business machine. 
But this business of operating a trust 
department is, after all, a business prop- 
osition, and as such, the stockholders 
have a right to expect a reasonable pro- 
fit from its operation. If compensation 
for services rendered is not forthcoming, 
then it may be time to question the oper- 
ation of the machinery or the manage- 
ment. No trust company, it would seem, 
owes gratuitous services to its commun- 
ity, nor do we believe the public expects 
it. 

A great change in attitude and 
methods and thought on this matter is 
taking place, and we cannot keep our- 
selves too well informed. Perhaps the 
answer may prove to be the using of 
services or principal instead of income 
as a basis for fixing fees. Perhaps the 
answer may come from a better under- 
standing of item costs, and their rela- 
tion to excess overhead, normal and peak 
loads in operation, and minimum and 
maximum personnel. But in any ultimate 
solution of the problem, we should all 
have followed the development of the 
question all the way to its conclusion, so 
that we may be ready to apply it to our 
own individual cases. 


Investment Policy Paramount 


GAIN we must revert to what is the 
A Alpha and Omega of the trust bus- 
iness, its investment policy: nothing else 
really appears important if the invest- 
ment attitude is wrong. 

In my annual visitations, I call upon 
Bank A, which has a comparatively 
small, but, to the community its serves, 
a very important trust department. To 
this Bank A, conservation of principal 
is a watchword. In the judgment of its 
officials and its Trust Committee, that 
trust is invested best which is invested 
most safely, the amount of income pro- 
duced being of secondary consideration. 
Not far from Bank A is Bank B, very 


OUNDED in 1912, 
e with $300,000 capi- 
tal, Commercial Credit 
Company is today one 
of the largest institu- 
tions of its kind. It 
operates through more 
than 4,000 employees 
in more than 200 offices 
in the United States and 
Canada, and is owned 
by more than 20,000 
ve stockholders. 

Short Term Notes 
available in limited 
amounts upon request, 
current discount rates. 
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trust minded Bank B, whose theory ap- 
pears to be that a trust is invested most 
wisely when made to produce the high- 
est rate of income compatible with a 
proper margin of safety of principal. 
Who is willing to say which bank is , 
right? Can we say that as trustee of 
the very large estate, we can afford to 
take a few chances? Can we say that 
it is easier to develop ten talents out 
of five, than to make two talents grow 
out of one? What right has the trustee 
of the very small estate, or large ones 
for that matter, to speculate with his 
master’s money? And if we, as trustees, 
may not speculate at all, how then are 
we like the good and faithful servant of 
Biblical fame, to deliver up ten talents, 
having been entrusted with five? 


A Middle-Course Stronghold 


HEN the good days come and there 
is world-wide prosperity, and every 
business venture is a success; when the 
Wall Street broker and the Main Street 
barber, the captain of industry and the 
brakeman on one of his railroads, find 
everything turning to gold at their 
touch; then the Corporate Fiduciary 
must keep a steady hand at the wheel. 
For the Corporate Fiduciary no specula- 
tion, no building out of this superficial 
wealth an ephemeral paper profit calcu- 
lated to absorb the shock of the next de- 
pression. His only task to study and 
plan and manage with infinite care, the 
talents entrusted to him. 
And when the bad days come; when 
industrial production collapses; when 
the number of unemployed begins to rise 
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in millions, and the stock market crash- 
es, when profits fade away and losses 
take their place; when there is world- 
wide depression, and war, and rumors of 
war; when economist and investment 
counsel, statesman and constituent all are 
in discord and there seems nothing 
ahead but darkness and despair; then 
the Corporate Fiduciary, with his thirty 
billions or more of talents, must still be 
found steering his steady, middle course, 
not blindly into gloom ahead, but toward 
the sun that some day is bound to shine; 
and, until that sunshine comes, the Cor- 
porate Trustee must and will keep his 
talents working. 


Cost Data Show Higher 
Fees Necessary 


HILE the value of cost accounting 

in commercial banking is now gen- 
erally recognized, yet accurate cost ac- 
counting in the trust field is in its in- 
fancy, and the work which the Trust 
Functions Committee has undertaken de- 
serves the careful study of all members 
doing a trust business. 

The Association has found the hand- 
ling of trusts and estates of increasing 
importance, as nearly 50% of our mem- 
bers now have Trust Departments. The 
importance of this service to the public 
is emphasized by a recent survey indi- 
cating that 75% of all Personal Trusts 
handled by the banks and trust compan- 
ies of this State are under $100,000. in 
principal value and 50% are under $50,- 
000. Much of the income from these 
funds went, no doubt, to keep families to- 
gether and lighten the load on the public 
treasuries. 

Unfortunately, the cost of administra- 
tion of Personal Trusts and Estates has 
become materially greater in the last sev- 
eral years and no relief from this added 
expense is in sight. This is due in part 
to the difficulty in protecting mortgage 
investments and supervising securities 
held in trust portfolios, and, in part, to 
the many reports and tax returns which 
require the keeping of voluminous rec- 
ords. Furthermore, under the govern- 
mental policy of cheap money, the income 


from trust funds has decreased with a 
consequent reduction in trustee’s com- 
missions. Increasing costs and decreas- 
ing income have gradually removed the 
profit margin. 

For the past two years, the Trust 
Functions Committee of the Association 
has been collecting cost data from a cross 
section of the trust departments through- 
out the State and its report indicates a 
consistent average loss in the adminis- 
tration of trusts in 1936 and 1937. Itis 
obvious that the trustee’s fees estab- 
lished years ago are no longer adequate 
to insure the continuance of the highest 
standards of service which trust benefi- 
ciaries are entitled to receive and are re- 
ceiving from our trust departments. 

A comparison with the fees allowed in 
other States reveals that most of them 
allow higher compensation to trustees 
than those fixed by statute in New York, 
particularly for trusts of long duration. 
The public, itself, should be willing to see 
our statutes amended to provide fees that 
will support this essential public service. 

Frank K. Houston, president, Chem- 

ical Bank & Trust Company, New 
York, as president of New York 
State Bankers Association. 


Samuel C. Waugh Twenty-five Years 
in Trust Work 


Samuel C. Waugh, executive vice presi- 
dent of The First Trust Company of Lin- 
coln, Nebraska, observed his twenty-fifth an- 
niversary with the trust company on July 1. 

The trust company presented Mr. Waugh 


with a beautiful new desk and chair. The 
desk was inscribed with a silver plaque giv- 
ing recognition to his quarter century of ser- 
vice. 


When Mr. 
Waugh started 
to work for the 
institution, the 
present presi- 
dent, George 
W. Holmes 
was then sec- 
retary and the 
only active of- 
ficer. There 
was one book- 
keeper and one 
stenographer. 
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MEN OR MACHINES 


T WAS one of the Rockefellers—a 

trust officer—who said that the trust 
corporation, to prosper, must be ready 
to act “in loco parentis.” 

It was another officer, whose name 
will never be illustrious, who said that a 
trustee’s job was simply one of manage- 
ment of the trust res, that he had no 
time to bother with 
the human equa- 
tions. 

You can 
your choice 

—and so can the 
public! 

This fall, you 
and many other 
trust executives 
will be shaping the 
course of some 
thousands of minor 
beneficiaries 


take 


by helping them 
(or their parents 
where they are for- 
tunate enough to 
have their love and 
guidance) to get 


the best possible 
education in the 
healthiest environ- 
ment. 
These young 
boys and girls are the reasons why 
you have trust business. They will 
be your trustors of tomorrow—if your 
final balance sheet shows a _preser- 
vation of human values as well as of 
financial ones. You are in the busi- 
ness of Conserving Capital. These young 
people will be in the business of making 
it. And if their leadership is mediocre; 
if they are unfitted for the responsibili- 
ties that go with inherited and acquired 
wealth, someone else will relieve them 
of both the capital and the responsibility. 
Even the system of individual Capital- 


ism which is essential to the trustee 
function depends, in larger measure than 
ever before, on the proper training of 
its public representatives. 

There has been a lot of misunderstand- 
ing about Public Relations, as though 
they were something that could be man- 
ufactured in little capsules, or blown, 

like gas, across the 
“highways and by- 
ways.” Really, it 
is no more than an 
aggregation of per- 
sonal relations. 

The choice of a, 
school often deter- 
mines the success 
or failure of a child 
through life. Dis- 
criminating par- 
ents want the best 
education that 
money can buy, yet 
so few know what 
to look for or 
where. Is this not 
a valuable personal 
service which trust 
officers, as well as 
estate attorneys, 
can render with 
benefit to them- 
selves, their clients 

and their beneficiaries? 

Naturally, the individual parent or 
fiduciary cannot afford the time or money 
to make a real study of the different 
schools—and how different they are! 
The SCHOOL BUREAU of Trust Com- 
panies Magazine has been specially de- 
signed to do that for fiduciaries. With- 
out any cost, this advisory service is 
available to trustees or guardians, 
whether personal or financial. Write the 
Bureau for information blanks, and refer 
to the Directory which appears in the 
front of every issue. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, June 30, 1938 


RESOU RCES 
CasH AND DUE FROM BANKS... . . . . . . $ 801,269,850.66 
BULLION ABROAD ANDIN TRANSIT ...... . 24,343 897.89 


U. S. GOVERNMENT OBLIGATIONS, DIRECT AND FULLY 
ek er eg ah an ae es 626,756,050.59 


STATE AND MUNICIPAL SECURITIES . ...... 91,177,927.99 
OTHER BONDs AND SECURITIES ........ 167,707,242.08 
Loans, DIscOUNTs AND BANKERS’ ACCEPTANCES . . 654,026,782.71 
re ae ee ee 35,166,169.41 
Ee ee ee ee ee 6,780,510.74 
a) ke ee oe ee ee oe 11,402,198.26 
CusToMERS’ ACCEPTANCE LIABILITY ..... . 22,644,464.99 
en ee. 2. & «eS ee eee a. ee BS 7,991,978.67 


$2,449,267,073.99 
LIABILITIES 
CAPITAL FUNDs: 
CapITAL Stock . . . . . . . $100,270,000.00 
Seepiwse . . « we we so so « te RRO 
UNDIVIDED PROFITS .... . 31,998,651.39 


$ 232,538,651.39 
RESERVE FOR CONTINGENCIES. . . . . + « « . 17,129,505.77 
RESERVE FOR TAXES, INTEREST, ETC. . . .... 2,492,769.87 
Ds. “Gack & 2 6 * 6 6 & © © & & © Jee 
ACCEPTANCES OUTSTANDING .. . ar ae ae 24,070,566.89 


LIABILITY AS ENDORSER ON ACCEPTANCES AND FOREIGN 
A aoe se ae oe ke Oe ew a ee 14,234,040.91 


ee ee ee ea 6,573,442.09 
$2,449 267,073.99 





United States Government and other securities carried at $78,098,322.24 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


r 


Member Federal Deposit Insurance Corporation 





(In which the assistant vice editors 
take over, with the invaluable help of 
such members of the staff as have noth- 
ing better to do than come into the of- 


fice where it is at least 36° warmer than 
the air-conditioned movie where two. 
stenographers suffered severely from 
frost bite on Monday afternoon). 


Public Relations 


We have all heard so much about 
Bank Public Relations in recent years 
that a couple of weeks ago we decided to 
try to meet one. It took some ingenuity 


to find a typical Public Relation, but we 
dug through some files that had slipped 
down back of the make-up desk and 


found some clippings and notes which 
gave us the clue. We finally routed him 
out—Mr. Vanderlodge Whitnastor 
Smythe-Smythe. 

Some people have to develop their own 
relations and make their own “con- 
tacts.” Not so with Smythe-Smythe. 
He came into the world with a complete 
assortment of Relations. He was well 
connected from the start and the only 
difficulty was to know which relatives 
might leave him the most inheritance if 
he were named after them. The prob- 
lem was inadvertently solved by the 
nearsighted minister who, while baptiz- 
ing him, got the Bible mixed up with the 
current edition of Who’s Who. 

Mere assistant vice-presidents and as- 
sistant trust officers can work for years 
to capture the attention of the elusive 
“prospect” for banking or trust service, 
with intriguing booklets for direct mail, 
or armed with letters of introduction 
from the “front platform” officer who 
“contacts” the big loan applicant. We 
have even heard of some who were ener- 
getic enough to cooperate with attorneys 


and life underwriters, or who had the 
V.P.s trained to bring an occasional sus- 
pect over to the trust department. But 
this always seemed so very intricate. 
While the boss is away we don’t 
mind admitting that we always had a 
hunch there was a short-cut—something 
that wouldn’t take much time or trouble. 
We know there are a lot of folks (both 
official and officious) who take special 
delight in damning the bankers—and 
they didn’t make any distinction as to 
trust men—but we figured this was just 
one of those things that should be hush- 
ed up. Like the farmer from Kansas 
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who saw his first elephant and said “You 
caint fool me, thar aint no sech animal.” 

Just ignore them; that’s our idea. 
And we have the low-down because that’s 
just what most banker’s are doing. This 
Public Relations hullabaloo is a lot of non- 
sense, or what the French call a Straw 
Man. Only one thing that worries us; 
the Straw Man and the Voter seem to 
be of the same mind. 

So when we decided to look for the 
man that knew the answers we got out 
our list of Executive Salaries over $15.,- 
000 and tried to pick out the bank V.P. 
with the biggest rake-off. (We figured 
that we couldn’t get past the protective 
battery of guardians, office boys, secre- 
taries and assistants-to-the-president to 
get an audience with the presidential 
majesty). Well, we found Smythe- 
Smythe at the top of the heap and made 
up our respective and collective minds 
that surely he must have the answer. 
Besides, he had made a wonderful speech 
about “The Democracy of the Banking 
Profession” that just stirred us no end. 

Well, we phoned for an appointment. 
He was “in conference.” We phoned 
again at 2:30 P. M.; he was out to lunch, 
so we asked his secretary to let us know 
when he came in. After four days we 
called to see if the lunch had disagreed 
with him, and were informed that he 
was out of town. (You see, being in an 
editorial office, we have learned to be 
persistent). The next week we thought 
we'd gain a lap by barging in personally 
and be in position to challenge any rep- 
etitious excuses. 

Yes, he was in. On the phone, though. 
So we cooled our heels on a bench that 
reminded us of the day we went to court 
for an over-parking summons.  Fin- 
ally, his secretary came out and said they 
had all the subscriptions to magazines 
they wanted. We had a hard time con- 
vincing her we were already through 
college and didn’t want to talk about 
subscriptions. Well, what did we want 
to see Mr. S-S about? We tried to ex- 
plain. It became more confused. After 
ten minutes we weren’t so sure we want- 
ed to see him, and were about to leave 
when Mr. S-S himself came out with a 
broad beam on his face and a callous on 


his extended palm. “How doooo you 
doooo, Cousin Rothschild?” he oozed. 

Fortified by the indomitable spirit of 
the Fourth Estate, we took that in our 
stride, and convinced him that we were 
neither Cousins nor Rothschilds, but 
just Reporters. His voice dropped three 
octaves. “Oh,” he emitted, “I suppose 
you want a statement for the Press?” 
We told him “not exactly”—just an auth- 
oritative answer to the question—What 
Are Good Public Relations? 

It is always good form, when inter- 
viewing Personage, with a salary of 
$49,998.50, to ask “To what do you attri- 
bute your success?” 

“Hard work,” said Smythe-Smythe, 
“and devotion to duty.” 

“And what,” our interviewer asked, 
“do you consider the most important 
factor in good public relations for 
banks?” 

“It’s like the fireman said,” he explain- 
ed, “a matter of having the right con- 
nections.” 

The following is from our transcript 
of the interview: 

Question: “What we mean is, how can 
bankers overcome the popular impression 
that they are pompous, cold-blooded fel- 
lows who are more interested in the dol- 
lar sign than in the ‘Men Wanted’ sign? 

Answer: “Now that is just a lot of 
newspaper talk—nothing to it. Why I 
haven’t heard that viewpoint once, 
either at my country club, at the Bank- 
ers’ Club, or in the club car. If it did ever 
come up at the clubs, we would simply 
pass a resolution.” 

Q. “What, Mr. Smythe-Smythe, do you 
believe the Bankers must do to preserve 
and improve the Capitalistic system?” 

A. “Why, my dear fellow, I am sure 
you don’t mean to imply it is threatened. 
Tommyrot. Just the other evening I was 
saying to J. P. Swizzlebottom the great 
financier, ‘Swis,’ I said, ‘do you think 
our financial structure could possibly 
need any change?’ ‘Gracious no,’ he 
said, ‘hasn’t it given you and me fine pos- 
itions and salaries? Why, it’s the best 
system possible. We must not let these 
common noises upset us—BE CON- 
SERVATIVE, Pudgy’.” 
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Q. “Thank you, Mr. Smythe-Smythe, 
you have disposed of that beautifully. 
Now, may we ask what your technique is 
of making contacts for your bank and 
trust department?” 


A. “Indeed, I shall be glad to tell you 
Mr.—what-did-you-say-the-name-is?” — 

“Printz.” — 

“__ah, yes, Mr. Printz. Well, I 
should say it is very simple. I simply 
keep circulating among the proper set 
on the golf course or at the Beach club 
or at social functions, and just give my 
card to any new acquaintance. A little 
jovial pat on the back (some vice-presi- 
dents squeeze the arm, but I think that is 
a bit vulgar), as I mention, with just the 
right shade of cordial aloofness, that we 
would be so happy to see him at The 
Bank and have him meet the Chairman 
of the Board. That does the trick. By 
the way, what was it you asked about 
the trust department?” 

Q. “We simply inquired how your 
bank officers obtained customers for the 
trust department.” 

A. “Oh, yes. That does come up now 
and then. You see, whenever someone 
has a problem that we don’t know what 
to do about, we always suggest that they 
take it up with the trust department. 
And, of course, if they are good custo- 
mers of the bank, we don’t like to have 
them charged for those little courtesies, 
or a least just a nominal fee. Under- 
stand, we don’t pay too much attention 
to that end of the business, because it 
doesn’t make any money.” 

Q. “Coming back to the Public Rela- 
tions matter, what do you do to interpret 
the bank to the public?” 

A. “I beg your pardon?” 

Q. “We just asked what you, as one 
of the outstandingly successful bankers 
of the country, do to make sure the 
people understand enough about the 
banking business to believe in its man- 
agement.” 

A. “You mean just ‘people’ generally? 
Well, I think one of our officers made a 
speech about that; told the folks at the 
Putty Manufacturers Assn., I think it 
was, about how banking oiled the wheels 
of industry or primed the pump of com- 
merce, or something of the sort. It was 
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so good we had thousands of reprints 
made—no dry facts or figures in it, more 
inspirational, you know.” 

Q. “My, that certainly seems well 
thought out. And do you believe in ad- 
vertising?” 

A. “Oh definitely.” 

Q. “What kind do you believe most 
effective?” 

A. “It is our policy here to keep the 
name of the bank constantly before the 
people—all the officers like to see it in 
the papers.” 

Q. “But what do you advertise?” 

A. “We feel that Dignity, with a touch 
of Friendliness, is the most important 
thing to impress people. We have The 
Bank’s name in big letters, and then 
just a dignified line like ‘For Your Bank- 
ing Needs’. Sort of putting the human 
appeal in, like Mae West’s ‘Come Up 
And See Me Sometime’. Ha-Ha! That’s 
quite a jolly comparison, isn’t it? Yes, 
sir—the human appeal, with just enough 
to intrigue the busy reader.” 

Q. “And what do you consider the best 
media for advertising?” 

A. “Why, I should say the Social Reg- 
ister and the yachting magazine. Maybe 
a Horse or Dog Show program now and 
then.” 
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Q. “Does your bank do that?” 
A. “Oh no, but don’t you think it’s a 
pipping idea?” 

Q. “Tell us, if you will, do you find it 
difficult to obtain interviews with pros- 
pective bank customers?” 

A. “Certainly not. You see, some one 
of the officers here is related to almost 
everybody worthwhile in town. For my- 
self, I have one of the men working on 
a list of my various relations and I 
simply write them a letter of congratula- 
tions whenever anything happens that 
they can be congratulated about---like 
getting their daughter well married, or 
being named in a will. And I often send 
a basket of fruit to a relative who is 
going abroad, with a little note wishing 
them well and signed: ‘Your Loving 
Great-Uncle—Cousin or whatnot’.” 

Q. “And does that result in their 
bringing business to your bank or trust 
department?” 

A. “Well, not directly. Of course, the 
junior officers are really responsible for 
what we joshingly refer to as “closings.” 
It wouldn’t be quite dignified, of course, 
for me to do that.” 

Q. “And what, Mr. Smythe-Smythe, is 
your bank’s experience as to getting in- 
terviews with trust prospects, and es- 
pecially wives of trust prospects, or 
wealthy women?” 

A. “As to that, I will admit we used 
to have considerable difficulty. But we 
recently employed a real Count, and it is 
simply remarkable what success he has 
had with heiresses. I am sorry to say 
he is resigning soon to get married, but 
then we can always get another.” 

Q. “Now just one last question. With 
all the responsibility of one in your high 
position, and representing such a great 
banking institution, how do you keep 
abreast of banking and trust develop- 
ments and current events affecting 
them ?” 

A. “It has been one of our steadfast 
policies—you might even call it a Tradi- 
tion here, that every officer should be 
well informed. After all, we bankers 
should guide the social and economic 
growth of this great land. Yes, indeed. 
Why, I wouldn’t for the world miss read- 
ing the stock market prices, and for that 
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broadening knowledge of the world we 
live in, I read four or six of the most 
elite magazines every month, and the 
society column of my morning paper, 
word by word. So you see to what great 
lengths we financiers go to keep in the 
Vanguard of Civilization and keep our 
fingers on the pulse of this Universe.” 

Yes, we saw. 

Making our best efforts to grasp the 
full significance of these revealing and 
significant insights into the mental pro- 
cesses of a Titan, we thanked him humb- 
ly for the privilege of his audience, and 
backed out of his presence, inadvertently 
stepping on a glossy top hat which had 
rolled in front of the door. 

It is a good thing the editor doesn’t 
go on vacations for more than a couple 
of weeks a year. We couldn’t stand the 
strain ourselves. 


Mailing List of Wealthy Citizens 


Names of wealthy residents in prac- 
tically every town and city in the United 
States can be bought according to a re- 
cent circular letter mailed this office. 


The list contains numerous classifica- 
tions and break-downs on various sal- 
aried groups. For example the master 
list contains 476,017 names of wealthy 
residents worth $50,000 and over with 
the list indicating their worth; $100,000, 
$250,000, $500,000 and millionaires. 


It was interesting to note that the 
names of trust officials are worth less 
per name than those of movie actors, 
actresses, directors, etc. Millionaires 
interested in art are slightly cheaper per 
name than a list of millionaire women. 


The 219 names of wealthy residents 
from Burlington, Vt., are worth $8.50 
while 1,070 names from Tulsa, Okla., 
are worth $17.50. Perhaps this is a 
special premium they are placing on 
Republicans. 

The circular was devoted mainly to 
New York City and the surrounding 
territory. There were between thirty and 
forty different classifications listed for 
that section. The list for New York 
City business men worth over $50,000 
contained over 22,000 names. 
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A Workable Cost Analysis 


Program for Determining and Classifying Trust Expenses 


GLENN A. BIGGS 
Fifth Third Union Trust Company, Cincinnati 


NE of the primary principles of all 

business enterprise is that the cost 
to produce an article must be known be- 
fore its selling price can be established. 
This applies to the trust business as well 
as to any other. Relatively few trust de- 
partments, however, have accurate fig- 
ures as to their profits, which classes of 
business are on a satisfactory earnings 
basis, or which are losing money. 


It seems almost without question that, 
because of inadequate trust department 
earnings, the consequent need for fee re- 
visions in many cases, and the quite gen- 
eral lack of knowledge of costs, a definite 
need exists in every trust department for 
a cost accounting system. 

While it is desirable to have a uniform 
system for all trust departments embody- 
ing the same general principles, which 
can be used for comparative purposes, it 
is obvious that this is not possible in all 
details. Systems will vary with the 
personal opinion, operating method, pol- 
icy or problems of each institution. 
However, as long as the sound and ac- 
cepted accounting principles are fol- 
lowed, the chief requirement for a sound 
analysis will be met. 

In some instances where cost analyses 
have been made, two objections have been 
raised. The first has been that they 
have been so general as to not clearly 
reflect the actual conditions. The sec- 
ond objection has been that the systems 
have gone to the other extreme and have 
been too elaborate and intricate, and as 
a consequence have frightened executives 
by their formidable appearance. It is 
highly desirable, thén, to pursue a mid- 
dle course. 


From address befcre 1938 Convention of the 
American Institute of Banking. 


Departmental Allocation is Prerequisite 


In making a cost analysis we work 
with four sets of factors. They are (1) 
Income of the trust department, (2) Ex- 
penses, (3) Item counts, (4) Time or 
job studies. Each of these factors must 
be developed to as accurate a point as 
possible and all should refer to the same 
period under analysis. 


Before the actual analysis of the trust 
department can be begun, it is essential 
that the expenses applicable to the trust 
department be complete. If your bank 
does not carry a satisfactory system of 
expense distribution, it becomes neces- 
sary to make a more or less complete 
distribution of the bank’s expenses by 
departments. 

Expenses applicable to any department 
can be divided into two general classes. 
In the first class are the direct expenses. 
They represent such items as salaries, 
rent, insurance of various kinds carried 
upon employees, surety bonds, advertis- 
ing, directors’ fees, postage, stationery, 
telephone and telegraph, library and sub- 
scriptions, legal fees. 

The second class may be called indirect 
or overhead and represent those portions 
of the expenses of other service depart- 
ments which are maintained as a conven- 
ience for the trust and other departments 
throughout the bank. Examples of ser- 
vice departments are telephone, restau- 
rant, stationery, repair, mail and mes- 
senger, audit and central file. 


Direct and Indirect Distribution 


It is obvious that complete depart- 
mental distribution of expenses is neces- 
sary to determine, first of all, the total 
direct expenses of not only the trust de- 
partment but also all of the service de- 
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partments, so that the proper propor- 
tion of the expenses of the latter may be 
allocated to the trust department. 

In making the distribution of direct 
expenses by department, only those 
amounts applicable to the period for 
which the analysis is being made should 
be used. Where the bank’s books are 
kept on an accrual basis, it is a relative- 
ly simple matter to produce the proper 
expense figures for the period. Where 
the books are on a strictly cash basis ad- 
justments must be made for prepaid 
items or for expenses which actually ap- 
ply to the current period but, which have 
not as yet been paid. 

After the items of direct expense have 
been distributed to departments, we are 
now in a position to distribute the over- 
head represented by service department 
expenses. This should be distributed to 


the departments served on the basis of 
the amount of service rendered for each. 
For example, the expenses of the tele- 
phone department can be distributed to 
other departments on the basis of the 
number of phones in each to the total 
phones connected with the switchboard; 


the expenses of the stationery and sup- 
ply department can be distributed to 
those departments which it serves on the 
basis of the dollar amount of supplies 
requisitioned by each; the expense of the 
audit department can be distributed on 
the basis of the amount of time spent by 
the employees of this department for 
each of the other departments audited. 


Functional Division of Expenses 

The first objective toward which we 
are working is the determination of the 
income, expense and net profit for the 
trust department as a whole. The sec- 
ond is the determination of the same 
things for each type of business handled, 
namely, living trusts, agencies, and cus- 
todianships, testamentary trusts, estates, 
guardianships, escrow accounts, and the 
various kinds of corporate business in- 
cluding stock transfer, stock registra- 
tion, trustees under indentures, deposi- 
tary, coupon paying agencies. The third 
objective is the determination of per item 
costs which can subsequently be applied 
in account analyses to determine which 
accounts are on a profitable basis. 


Having determined the direct and in- 
direct expenses chargeable to the trust 
department, the next step is to set up 
its functional divisions based on general 
types of activities carried on and to dis- 
tribute each of the items of expense to 
these functional divisions. This proce- 
dure is necessary to develop the various 
types of costs as well as to segregate 
those expenses which are chargeable to 
the banking department. 

We find there are five main divisions, 
although there may be further sub-di- 
visions of each depending upon the size 
and operating methods of the particular 
institution: 


1. Administrative—Having to do with 
the administrative supervision of trust 
accounts and the general management of 
the entire trust department by the execu- 
tive officer in charge. The employees 
who fall into this group are usually the 
head of the department, the officers 
handling the accounts and their assis- 
tants. 

2. Investment Administration—Having 
to do with the review and supervision of 
securities and trust accounts from an in- 
vestment angle. The actual buying and 
selling of securities may also be carried 
on here. 

3. Tax—Responsible for the compila- 
tion of data, filing of returns and settle- 
ment of taxes for the trust accounts. 

4. Operating—Performing the detail 
functions, namely: bookkeeping, account- 
ing, filing, care of assets and similar ac- 
tivities. Because of the variety of activi- 
ties included in this group, a further sub- 
division must be made so that costs can 
be more readily established. Examples 
of these subdivisions are: 


. Income Collection 

. Securities Bookkeeping 

. Bookkeeping—Cash 

. General Typing—Statements and 
Vouchers 

Typing—Court Statements 

. Messengers 

Filing 

. Securities Vault 

General Supervision 


Prot CAW> 


5. Business Development—Included in 
this division are the expenses of adver- 
tising as well as those incurred by the 
officers or employees engaged in trust 
new business development. The results 
of new business expenditures are seldom 
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reflected in income earned during the 
same year they were made. This brings 
up the question of when and how such 
expenses should be added to the costs. 
Because of the difficulty in arriving at 
a fair basis for including these figures 
in the costs, they are considered an ad- 
dition to desired profit. (Thus, if the 
agreed upon margin of profit is 35% and 
business development costs are 5% of 
the total expenses, the desired profit fig- 
ure would be set at 40% to absorb these 
promotional expenses.) Such expenses 
should, of course, also be used in deter- 
mination of the net profit for the depart- 
ment as a whole and for each class of 
business. 


Time Studies 


After the expenses of the functional 
divisions have been determined, the cost 
of the various operations carried on in 
each of these divisions can be established. 
This is accomplished by means of studies 
of the time the employees spend in their 
activities. For example, in the Operat- 
ing subdivision “General Typing’, it 
may be found that 40% of the time is 
spent in typing vouchers and 60% in 
typing statements. Each operation car- 
ried on in a particular division bears a 
percentage of each of the detailed items 
of expense going to make up the divi- 
sion’s total cost. With the resultant 
costs being tied up so closely with the 
job analyses, it is quite important that 
every effort be made to arrive at as ac- 
curate time percentages as possible for 
each operation. 


The percentages of time spent by em- 
ployees in their duties can be arrived at 
in several ways, depending upon the type 
of work engaged in. Where the employ- 
ee spends long periods of time in the 
same operations, a daily record can be 
kept of the amount of time spent for 
each over a sample period of perhaps 
several months. Where the operation in- 
volves the handling of items, the item 
activity in the same period should also 
be recorded. 


Another method, especially where item 
activity is involved, is to time one item 
in each operation for which studies are 
being made. The time spent on one item 
can be multiplied by the total items 


The 
Oldest Trust Company 
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Member Federal Reserve System 
Member Federal Deposit Insurance 
Corporation 


PEOPLES-PITTSBURGH 
TRUST COMPANY 
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handled to arrive at the total time spent 
in the operation. If this method is used, 
the time per item should be checked and 
rechecked many times as even a small 
error in the time taken to handle one 
item will be multiplied many times and 
may cause quite a sizable error in the 
final result. 

Where several clerks are engaged in 
the same activity, for example bookkeep- 
ing, the percentages found for each duty 
can be added and averaged. Thus, if in 
a two-man group, one clerk spends 20% 
of his time posting vouchers and another 
30%, the time of the bookkeeping group 
spent in this operation is the sum of 
20% and 30% divided by two. This 
method makes allowance for shifting in 
clerks, and smooths out differences in 
salaries and productive capacities of the 
employees. The average cost of doing 
a job is what is desired and what is ob- 
tained by this method. 

In analyzing the duties of the clerks 
in the Operating Division, the time ac- 
tually spent in handling items is separ- 
ated from time spent in all other duties 
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THE WASHINGTON 
LOAN AND TRUST 
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WASHINGTON, D. C. 


Pioneer Trust Company of the Na- 
tion’s Capital, rendering a world- 
wide fiduciary and financial ser- 
vice. 


Member Federal Reserve System and 
Federal Deposit Insurance Corporation 


such as maintenance of records, free 
time, etc. Thus the time spent per item 
is considered the actual time in which 
that item can be handled, waiting and 
free time not being considered. We 
have therefore, two types of costs in the 
Operating Division, namely, activity 
costs which refer to the handling of 
items; and maintenance costs which re- 
fer to maintenance of records, free time, 
miscellaneous duties, etc. While activ- 
ity costs are spread over the items 
handled, the maintenance costs are ap- 
plied on a per account basis, being con- 
sidered in the nature of an overhead 
charge. 


Per Item Costs 


After the various types of costs 
represented by the functional divisions 
have been determined, the next problem 
is the determination of per item costs 
and the establishment of bases for ap- 
plying investment and administrative 
costs. It is a fairly simple matter, 
where, in a particular operation, the 
work involved in handling one item is the 
same as that involved in handling any 
other, to divide the total items handled 
into the total cost of the operation, thus 
determining a per item cost. Thus, if 
we find that in the typing of vouchers, 
the work involved in preparing one is 
about the same as that involved in typing 
any other, and we find that the cost of 
this operation is $2000.00 with 20,000 
vouchers handled during the period, the 
cost per voucher is $2000.00 divided by 
20,000 or $.10. 

Where several types of items are 
handled in the same operation, and the 


amount of work involved varies for each 
type, it is necessary to make a careful 
study of the relative amounts of work 
involved in each type and = assign 
“weights” to each type. The number of 
items of each type is multiplied by the 
weight. The resulting “work units” 
are totalled for all types and the total 
divided into the cost of the operation, 
thus producing the cost per work unit. 
To compute the cost of any particular 
type of item, we need only multiply the 
work units or “weight” of the item by 
the cost per work unit. For example, 
assume that in the cash bookkeeping 
division, 22 types of entries are posted, 
with varying amounts of work involved 
for each type. As it is not possible to 
make time studies by groups for each 
type of item, the cost is found for the 
complete posting operation and after 
careful study, weights assigned to each 
type of item. The ones involving the 
least amount of work namely, the post- 
ing of a dividend, a rent, a land trust 
rent, being alloted weights of one. To 
post a cash receipt arising from a secur- 
ity sale may take 2% times as long as 
the posting of a dividend and according- 
ly a “weight” of 24% would be assigned 
to this type of transaction. After the 
“weighting” has been completed the cost 
per work unit and per item can then be 
determined using the method described 
above. 

The means of applying administrative 
costs is usually on a per-thousand-dol- 
lars-of-assets-held basis. The theory is 
that cost of administration of an ac- 
count has a more or less direct relation- 
ship to the size of the account. The 
cost of administration also has a rela- 
tionship to the number of asset units in 
an account; accordingly, administrative 
cost might also be applied partly on a 
per-unit-of-assets basis and partly on a 
per-thousand-dollars-of-assets basis. 


The work connected with administra- 
tion of investments varies with the num- 
ber of investment units and the dollar 
volume of assets held. The cost of this 
function may be distributed partly on 
the number of investment units held and 
partly on a_per-thousand-dollars-of-as- 
sets-held basis. 
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Putting the Parts Together 


Thus far in our analysis we have de- 
termined the cost of each operation or 
function of the department and have 
eliminated expenses that were not prop- 
erly chargeable to the trust department 
by reason of services performed by trust 
department employees for other parts of 
the bank. This net total expense, sub- 
tracted from the gross income, produces 
the net profit figure for the department 
as a whole. 

Determination of the profit for each 
class of business involves the further 
distribution of the costs of each of our 
functional divisions to the various class- 
es. This is a relatively simple matter 
in the case of activity costs. Counts 
need be made of the number of items or 
work units handled in each operation, 
classified by type of business, and the 
cost of each operation distributed on the 
basis of the percentages established by 
these counts. 


Perhaps the most difficult percentages 
to establish are those in connection with 
the distribution of Administrative and 
Investment Administration costs. These 
distributions are made on the basis of 
the time spent on the various classes of 
accounts by the officers and their assis- 
tants who are assigned to the adminis- 
trative and investment administration 
groups. Where the work is not depart- 
mentalized, and where one officer may 
handle all types of accounts a very care- 
ful appraisal of time spent on each type 
is necessary before percentages can be 
set up. 


The total cost for each class of busi- 
ness is found by summarizing the costs: 
for each operation or function which: 
have in turn been broken down into 
classes. The total costs for each type of 
business, deducted from the gross in- 
come for that type produces the net 
profit. The form of this summary is 
shown in Schedule A. 


SCHEDULE A 


TRUST DEPARTMENT INCOME AND EXPENSE BY CLASS OF BUSINESS AND 
OPERATION 


Living 


INCOME Trusts 


Recurring Fees 
Extraordinary Fees 


Total Income 


EXPENSE 
Administrative 
Investment Administration 
Buying & Selling Securities 
Tax 
Income Collection 
Collection of Matured Securities 
Vault Transactions 
Journalize Cash Receipts 
Asset Bookkeeping 
Cash Bookkeeping 
Preparing Checks 
Preparing Court Statements 
Preparing Other Statements 
Hold Securities 
Maintenance Cost 
Business Development 


Total Expense 
NET INCOME 


Agencies 


Testamentary 


Trusts Estates Total 


Guardianships 
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Up to this point many of the item 
costs which have been determined have 
been for individual parts of the same 
transaction. As it is desirable to know 
the cost of a complete transaction, cost 
involved in each step of handling an 
item must be summarized. After com- 
plete costs are determined for all classes 
of items or activities where the costs are 
so integrated, it is possible to use them 
in analyzing accounts to determine which 
are on a profitable basis. 


Segregating Extraordinary from Recurring 
Fees 


In determining gross income, only 
those amounts should be used which can 
be considered earned during the period. 
Analysis of the fees reveals that they 
fall into two general classes, namely, “re- 
curring” and “extraordinary.” The first 
type consists of those fees received at 
regular intervals and which vary but lit- 
tle from time to time. The “extraordin- 
ary” fees include acceptance and termin- 
ation fees and special fees allowed on 
executorships. While the “recurring” 
fees for practical purposes can generally 
be considered as earned for the period 
when collected, this is not the case with 
the “extraordinary” fees, for more often 
than not they represent compensation for 
work done in other than the current pe- 
riod. 

Some trust institutions employ meth- 
ods of accrual which give accurate ac- 
counting results for the handling of “re- 
curring” fees and for those fees where 
the amount and length of time the fee 
covers can be definitely determined. In 


the case of executorship accounts it is 
often the practice of accruing the fee 
over the statutory period. However, 
where the nature of the account is such 
that a much longer time is necessary to 
wind up the affairs, or when special fees 
are allowed by the court, even the ac- 
crual method will not reflect the situa- 
tion properly. 

Another method employed in many cost 
analyses is to average the fees collected 
for a period of five or six years. Fees 
should, for purposes of information, be 
broken down into “recurring” and “ex- 
traordinary” even when applying this 
method. The “averaging” method irons 
out the humps in particular years caused 
by large payments and at the same time 
tends to establish a normal income for 
the period with which current collections 
can be compared. However, the growth 
of the company, or adverse economic con- 
ditions may be such that the average 
figure will not reflect the true current in- 
come picture. 


Eight Uses of Cost Analyses 


In computing trust department profits 
there is always the question of including 
a credit for earnings on the deposit car- 


ried with the Banking department. It is 
my opinion that the profit of the trust 
department should reflect only the fees 
actually realized from, the exercise of the 
trust function. To interject a synthetic 
earning increment is not to reflect true 
profits. It is believed that the trust de- 
posit should be considered in the same 
class as any other commercial deposit and 
for purposes of determining what the 
trust account is contributing to the 
bank’s earnings it should be analyzed 
along with the other commercial ac- 
counts and treated as purely informa- 
tional. 


Let us consider the uses to which the 
cost analysis can be put: 


1. To determine the profit for the 
whole department. 

2. To determine profits for each class 
of business. Having this information, 
policies can be formed to determine 
where new business effort should be spent 
and what types of accounts are to be 
avoided. 
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38. For analysis of each account now 
on the books to determine what the fee 
should be and whether a profit is being 
earned on the account. 

4. In those accounts where fees are 
subject to adjustment the costs will pro- 
vide a basis for making that adjustment. 

5. A basis is provided for analyzing 
new business before it is accepted and 
consequently permit avoidance of that 
which is not profitable. At the same 
time the guesswork is taken out of the 
quoting of fees. 

6. Where fees on unprofitable business 
cannot be adjusted, activities can be con- 
fined to what is necessary and many free 
or superfluous services discontinued. 

7. As a means of measuring new busi- 
ness effort by comparing its cost with 
what it produces. 

8. The analysis of the duties of each 
employee is of considerable value from 
an operating standpoint. Light is 
thrown on inefficiencies, duplications and 
omissions in the daily routine which have 
grown up over a period of time. With 
knowledge of such things brought to the 
surface, steps can be taken to correct 
them. 


Value of Intra-City Comparisons 


More value attaches to the analysis if 
the work is done by more than one insti- 
tution in the same city, state, or trade 
area. Similar principles should be fol- 
lowed in carrying on the analysis, of 
course. Such a cooperative arrangement 
permits comparison of the costs of var- 
ious items and it is here where one of 
the chief values lies. Knowing whether 
the cost of handling a particular item is 
out of line in comparison with the cost 
developed by other members of the group, 
it is possible to track down the reason 
and possibly take steps to correct the 
situation. 

The cost may be too low, indicating 
that only part of a function is being per- 
formed, or it may be too high, indicating 
operating inefficiencies, perhaps. An- 
other important advantage of several 
banks working together on a cost analy- 
sis, lies in the fact that a basis for a 
uniform fee schedule may be developed. 
In various sections of the country this 
has been and is being done successfully. 

There is one final point that is most 
important: the analysis should not be 


1894 


MARYLAND 


TRUST COMPANY 
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made only once and then laid aside, but 
should be repeated yearly. Comparison 
of results can be made from one year to 
the next. Moreover, the benefits of past 
experience make possible the further re- 
finement of methods and of final cost 
figures. 

The ability of our banks to continue to 
render adequate trust service depends in 
a large measure upon their ability to earn 
a profit. Profits depend largely upon 
proper and adequate fees, and to set such 
fees, the cost to do business must be 
known. In the cost analysis we have in 
our hands the tool for increasing the 
worth of our trust departments to our 
banks from an earnings standpoint and 
to the community at large from the 
standpoint of trust service. 


New diesel engine horsepower put in oper- 
ation in the United States last year alone 
equalled almost one-third that put to work 
during the 16 previous years, according to 
an engineering survey. 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


June 30, 1938 


RESOURCES 

Cash and Due from Banks ...... $201,689,318.29 
U. S. Government Securities ..... 183,533,695.29 
State and Municipal Bonds... 16,488,017.08 
Stock of Federal Reserve Bank. ... 2.262.000.00 
Other Securities 54,985,860.16 
Loans, Bills Purchased and 

Bankers’ Acceptances 221,848,141.26 
Mortgages 20,929,752.41 
Banking Houses 13,066,723.52 
Other Real Estate Equities 4,934,741.23 
Customers’ Liability for Acceptances 15,555,085.48 
Accrued Interest and Other Resources 2,518,594.29 


$737,811,929.01 


LIABILITIES 

Preferred Stock .... $ 9,356,520.00 
Common Stock 32,998,440.00 
Surplus and 

Undivided Profits .. 45,129,356.66 87,484,316.66 
Reserves 7,389,830.24 
Common Stock Dividend 

(Payable July 1, 1938) 824,958.50 
Preferred Stock Dividend 

(Payable July 15, 1938) ...... 233,913.00 
Outstanding Acceptances 16,437,314.78 


Liability as Endorser on Acceptances 
and Foreign Bills 5,617,461.34 
Deposits ... - +» 619,824,134.49 


$737,811,929.01 


Principal Office: 55 Broad Street, New York City 


64 BANKING OFFICES IN GREATER NEW YORK 


European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 





Menace In The Making 


A Warning Against Neglect of Employee Relations 
C. DELANO AMES 


Manager Public Relations and Advertising, Maryland Trust Company, Baltimore, and 
Advisory Director, Financial Public Relations, Emery Advertising Company, 
Baltimore, Md. 


[So notably does Mr. Ames portray a situation 
that all banking and trust officials should take 
cognizance of we are reprinting a portion of his 
article which appeared in the May 1938 SOUTH- 
ERN BANKER.] 


SUPPOSE that nothing could be 

more foreign to the banker’s con- 
sciousness than the thought of labor 
trouble within the sacred confines of 
his institution. There is just no portion 
of his mind which can give access to 
such notions as the organization of his 
employes by union agents, of collective 
bargaining to fix the salaries of clerks 
and tellers, of strikes and picketing and 
all the other trappings and attributes 
of unionism. He is familiar enough 
with all of them, to be sure, but familiar 
with them on the other fellow’s door- 
step. The very thought of them in con- 
nection with himself is utterly incom- 
prehensible and naturally so. No mat- 
ter how happy his relationship with 
those in his employ, the banker has 
been lord and ruler of his hirelings for 
so many generations that he just can- 
not take it in. Such things simply 
could not be! 

This, too, is somewhat in the nature 
of a paradox, for the bank executive 
has, of necessity, become so accustomed 
to outside interference with the con- 
duct of his business and with super- 
imposed rules and regulations. But 
such interferences find their source in 
government. They come from without 
and above, and are in the nature of an 
ukase from the fountainhead of power 
against which it is futile to rebel. That 
is one thing. Quite another is the 
thought of interference from within 
and from below; and rebellion by the 
docile hordes who year after year have 
manned the cages and the ledgers, 


made the rounds and punched the keys 
is simply inconceivable. 

The idea is as abhorrent to me and 
as hard to accommodate as it is to any- 
one, since it has been my good for- 
tune to have spent many years in the 
banking business under the wing of a 
benign management. But I know well . 
enough, and so does everyone else in 
the business, that so happy a lot does 
not befall the staff of every institu- 
tion, and that, while by and large, 
working conditions, salaries and op- 
portunities for advancement are doubt- 
less such as at least to justify loyalty 
if not to inspire love, there are excep- 
tions which would not make a pretty 
picture were the facts and figures of 
personnel control exposed to public 
view. 

Not more than a couple of weeks ago 
I came upon an instance of a teller with 
a wife and two children, who after years 
of service, still received the munificent 
salary of $24 a week! He was a teller 
in a big city bank, at that—no up-coun- 
try business where he could be teller 
during banking hours and clerk at the 
general store of an evening. And the 
bank, with that sort of a pay scale, not 
only paid out dividends to its stock- 
holders, but had recently cut a nice big 
special melon in the bargain. 


. Where Agitators Flourish 


Institutions of this kind are a fertile 
field for the agitators who are seeking 
assiduously to get a foothold in the 
ranks of the vast army of white collar 
workers. Already, in a bank here and a 
bank there, they have accomplished 
their ends, and the success of the initial 
forays has both enspirited the organi- 
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zers and added yeast to the ferment in 
other spots of discontent. 

The movement is small at present, 
and its immediate danger seems hardly 
considerable. But these are times of 
unrest and times of very fundamental 
change. The handwriting is on the wall. 
Unless due cognizance of it is taken, the 
movement is sooner or later bound to 
spread, and each success will fan the 
smouldering embers of other discon- 
tent. 


Yet Time For Handling 


There is time now, and plenty of it, 
to prepare for the brewing storm while 
it is still but a series of local squalls. 
And there is only one way in which to 
do it. That is for the banks of the 
country to take stock of their employe 
relations without delay, and fortify 
themselves by seeing to it that every 
man and woman in their employ re- 
ceives compensation in proper relation 
to his or her place and responsibility, 
that the hours and conditions of their 
work are such as to breed content and 
that there prevails an attitude of gen- 
uine interest in their welfare which 
alone can stimulate personal loyalty to 
the management. 


Trust Seminars in California 
Prove Valuable 


HE Associated Trust Companies of 

Central California is the only organ- 
ization of Trust Companies in Northern 
California. This group for some time 
felt the need for a well organized and con- 
tinuous educational program. As a re- 
sult of this need the so-called Seminar 
Plan was developed. Meetings are held 
once each month in the early evening 
from 5:15 to 6:00 and at each meeting 
there is a principal speaker who talks on 
a subject for approximately twenty-five 
minutes. The balance of the time is de- 
voted to a general discussion. The 


meetings are designed for and are at- 
tended both by the officers and execu- 
tives of the member Trust Companies 
and by junior and other employees as 
well. 
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The plan was started in March of this 
year and will continue throughout the 
present year with the omission of the 
months of July and August. Following 
are the speakers and subjects for the 
meetings held to date: W. J. Kieferdorf, 
vice president and senior trust officer, 
Bank of America N. T. & S. A.—“Voting 
Trusteed Stocks by Proxy”; Nelson 
Hackett, assistant trust officer, Bank of 
California, N. A.—“The Trustee and In- 
flation”; Laurence H. Tharp, trust of- 
ficer, The Anglo California National 
Bank—“Current Practical Problems Fac- 
ing the Trustee”; and Bradley B. Brown, 
trust officer, American Trust Company— 
“Trrevocable Trusts and Federal Gift and 
Estate Taxes.” 


The meetings up to the present time 
have been successful in all respects. I 
attribute a great deal of the success to 
the quality of the speakers. Each speak- 
er has been either the man in charge of 
the particular Trust Company concerned 
or his immediate junior. All of the 
speakers have discussed matters on 
which they may be considered authori- 
ties and have made special preparation 
and performed considerable research 
prior to the talk being given. 


It might seem that the time allotted 
to the meetings is too short to accomplish 
very much, but due to the fact that no 
time is lost in preliminaries, a consider- 
able amount of material has been cov- 
ered and discussed at each meeting. Jun- 
ior officers act as Chairmen for the meet- 
ings and there is a different meeting 
Chairman each time. 


The Committee of the Associated 
Trust Companies of Central California 
that is in charge of these meetings is 
composed of Kenneth M. Johnson, Chair- 
man of the Seminar Committee, trust of- 
ficer, Bank of America N. T. & S. A.; 
Roy Zellick, assistant trust officer, The 
Anglo California National Bank, and S. 
V. Beckwith, assistant trust officer, the 
Bank of California N. A. 

The meetings have so well fulfilled the 
need that was behind their creation that 
it is contemplated to continue them on a 
permanent basis—Kenneth M. Johnson, 
Chairman, Seminar Committee. 
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Statement of Condition, June 30, 1938 


RESOURCES 


Cash on Hand and in Banks 

VU. S. Government Securities ‘ 
State, County and Municipal Securities 
Other Investment Securities 


a: «+ «ss = & 
Real Estate Owned 
Other Assets . 


LIABILITIES 


Capital Stock . 

Surplus . ; 

Undivided Profits 

Reserve for Contingencies 
Reserve for Interest and Taxes . 
Other Liabilities . 

Deposits 


$29,723,704.59 
17,077,151.55 
30,361,075.50 
18,938,326.81 
20,516,977.41 
6,055,591.65 
3,238,084.96 


$125,910,912.47 


$6,700,000.00 
15,000,000.00 
2,192,187.43 
961,356.21 
508,785.28 
324,571.26 
100,224,012.29 


$125,910,912.47 


United States Government obligations and other securities carried at 
$10,404,527.88 in the above statement are pledged to secure 
Government, State and Municipal deposits and for fiduciary purposes 
as required by law, and to secure Clearing House exchanges. 


WILLIAM P. GEST 
Chairman of the Board 


J. CALVIN WALLACE 


Treasurer 


135 South Broad Street 
6324 Woodland Avenue 


SYSTEM 


325 Chestnut Street 
MEMBER FEDERAL RESERVE 


MARSHALL S. MORGAN 


President 
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The 
New York Trust 
Company 


IOO BROADWAY 


40th St. & Madison Ave. Fifth Ave. & 57th St. 
Representative's Office: 8 King William St., London, E. C. 4 


CONDENSED STATEMENT OF CONDITION 


At the close of business, June 30, 1938 
ASSETS LIABILITIES 
Cash on Hand, and in Fed- Deposits . $335,009,362.76 

eral Reserve and Other 

Banks. . . . .$ 92,925,093.13 Outstanding 
Exchanges, Collections and and Cer- 

Other Cash Items . . 36,037,527.81 tified 
United States Government Checks . 21,941,626.91 356,950,989.67 

Securities . . . 152,834,757.05 ee a 
Reconstruction Finance Dividend Payable July 1, 

Corporation Notes . .  2,500,000.00 1938 . . ° 625,000.00 
Other Bonds and Securities 11,668,868.15 
Loans, Discounts and Accounts Payable and Other 

Bankers’ Acceptances . 101,814,390.71 Liabilities - + + + 2,757,472.18 
Interest Receivable, Ac- 

counts Receivable and 

Other Assets .. 1,991,425.34 


Real Estate Bonds and Acceptances, etc., Sold with 


Mortgages. 4,725,693.82 Our Endorsement . .  5,698,229.02 
Customers’ Liability ‘for 


Acceptances and Letters Reserve for Contingencies . 7,028,933.78 
of Credit . . 6,620,198.63 
Liability of Others | on “‘Ac- Capital . 12,500,000.00 
ceptances, etc., Sold with 
Our Endorsement. . .  5,698,229.02 Surplus . 25,000,000.00 
Equities in Real Estate. 932,202.30 
Banking lated Undivided 
and Leasehold . 2,552,727.37 Profits . 2,846,731.16 40,346,731.16 


$420, 301,113.33 $420, 301,113.33 


Acceptances and Letters of 
PY 0 2 


United States Government obligations and other securities carried at $12,019,265.11 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 
ee 
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American Brake Shoe & Fdy. Co. New York Curtis, Belknap ” Webb 
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President New York 
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Economic Trends and Trusteeship 


Viewing Trust Problems Through the Telescope of Social Factors 


THOMAS H. BEACOM, JR. 
Assistant Vice President, The First National Bank of Chicago 


CC’ PECIALISTS can inform us of taxes 

—and prove that they are deterrents 
to trust business. They can demonstrate 
convincingly that decreased trust income 
due to declining interest rates and in- 
creased taxes due to mounting public 
expenditures will, if present trends con- 
tinue unabated, finally result in a dilem- 
ma. 


The important question today is, “Will 
present trends continue unabated?” Can 
we, with profit, scan the political horizon, 
take a look at the industrial world, 
scrutinize some of the presently domin- 
ant economic theories, and, by bringing 
them into focus, see how the savings of 
individuals and trustees may be affected 
thereby? 


Unless we are prepared to resign our- 
‘selves to any fate that may befall us, it 
is important that we have some opinions 
about the future; it is not important that 
all our opinions be right; it is tremen- 
dously important that not too many of 
them be wrong. 


Capital and Labor 


It is undeniable that many new factors 
must be taken into account in our esti- 
mates of the future. We have, first of 
all, witnessed a great change in the capi- 
tal structures of many large industries; 
we have seen high interest obligations 
refunded at substantially lower rates, 
with maturities deferred for a genera- 
tion, and we have seen retired a vast 
amount of corporation debt and the sub- 
stitution of capital stock. Financing 
business by means of stock, which repre- 
sents no fixed interest obligation and may 
or may not pay dividends, is undoubtedly 


From address before the Third Annual Confer- 
ence on Banking at the University of Illinois. 


prudent from the standpoint of a busi- 
ness enterprise, but it creates for trus- 
tees a very urgent problem. 

In states where the purchase of com- 
mon stocks is forbidden to trustees there 
has been a drastic limitation of what are 
called statutory investments; bonds meet- 
ing the requirements of state laws are 
simply not available in quantities suffi- 
cient for the demand of guardians and 
trustees and as a result there is an arti- 
ficial element in the prices at which they 
sell. Granting that there may be rever- 
sal in the trend and that corporations 
may turn again to financing themselves 
by bonds, there will still be a seasoning 
period of five years required in states like 
Illinois before those obligations will be 
eligible for legal trust investment, and 
in that period what is to be done in cases 
where discretion of the fiduciary is lim- 
ited? 

Next, as investors, we have seen and 
been troubled by the titanic struggle 
going on in the ranks of labor; this fol- 
lowed what appears to be a truce between 
industry and its helpers. What is to be 
the outcome? And how will the result 
affect the savings of our people? That 
concerns us as trustees. The money we 
hold—the securities we try to protect— 
came to us from men who labored to ac- 
quire these things. We were asked to 
safeguard these funds; it is our duty to 
do so. 


A Two-Sided Coin 


To the extent that we are successful 
we contribute to social security—to the 
degree that we fail, we cast back upon 
society the responsibilities that were en- 
trusted to us. You say—“Granted—but 
what has this to do with labor’s present 
strife?” Just this: Labor is a tremen- 
dous factor in production costs. Costs 
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are a vital factor in the prices of the fin- 
‘ished product. Prices determine in the 
last analysis whether we eat or starve. 
Labor has a price, whether the labor be 
manual or mental, and investors and con- 
sumers alike insist that it be a fair price. 
The price of labor and management can- 
not be too low without. impairing pur- 
chasing power;—it cannot be too high 
without impairing selling power. Buy- 
ing and selling are two sides of one coin. 
Until management pays as much at- 
tention to labor as has been paid to raw 
materials in the past—until some petty 
czars who rule the shops give way to in- 
telligent supervisors—so long will the 
employer get farther and farther away 
from a common understanding with his 
men—men who should be considered as 
working with him instead of for him. 
Until labor gets the picture of produc- 
tion as a process by which divisible goods 
can be made—until labor understands 
that all divisible goods are in one pie that 
has to be cut by all consumers and that 
neither the tax collector nor the cook can 
have it all to say nothing of the owner of 
the stove—so long will labor be at cross 
purposes with the men who, in our pres- 
ent economic system, own the tools of 
production. 


Ownership of Capital Tools 


Much has been written of what might 
be accomplished if the state owned the 
tools of production and held them “for 
use and not for profit.” I confess I have 
trouble understanding what is meant by 
that phrase just as I have difficulty with 
the expression “profit system.” Ours is 
a profit and loss system. We use our 


productive facilities too often now “not 
for profit.” What cure for our troubles 
can come from mere change of owner- 
ship or shifting of title? Fallible human 
beings must still determine who shall 
have the use of the tools—mortal men 
must decide how and where and in what 
proportions the final product will be dis- 
tributed. 


I emphasize these considerations that 
we may mobilize our opinions on the in- 
vestment outlook. What we think—and 
what others think—may help to shape 
that destiny with which this generation 
has a rendezvous. What we think—and 
what others think—may influence a later 
decision that seems now to be in the mak- 
ing—namely, a decision or choice in favor 
of or against the existing economic sys- 
tem, in favor of or against collectivism. 
Both systems expose the citizens to liq- 
uidation risks. 

But it may be said “Investors can have 
no concern with labor’s quarrels.” The 
theory of one great labor organization 
is that differences in skill require the 
maintenance of a wage differential. The 
theory of another great labor organiza- 
tion is that the chief interest of the work- 
ingman is in the protection of his job 
and that if the individual is to have se- 
curity of position he must unite with all 
his fellows for the attainment of the se- 
curity objective. There is a vast differ- 
ence, not only in these concepts, but also 
in the implications they carry. In one 
or the other may be the germ of indus- 
trial paralysis. 

Are these questions unrelated to the in- 
vestment problem? The progress and 
prosperity of American industry—hence 
the future of our national economy—may 
well depend upon the answers. 


Taxes and Debt 


It was reported recently that social se- 
curity legislation will cost the General 
Motors Corporation $18,000,000 in 1938 
—enough to increase costs about $12.00 
per car. Supply companies in turn will 
pay their tax with resultant increase in 
the price of their fabricated materials 
and another addition to the cost factor 
of automobiles. And the end is not yet. 
The prevalent theory is that these taxes 











will provide for the care of the aged and 
unemployable many years from now. But 
the money is being spent for current gov- 
ernmental deficits. It can be recovered 
—that is, the I O Us which the Treasury 
is giving for that cash, can be redeemed 
—only out of future taxes, when, as, and 
if collected, and then only if those taxes 
are not appropriated for other needs. 


Has this fact no bearing on the invest- 
ment problem? Ifearit has. The basis 
of all credit has been, for many years, 
the credit of those governmental units 
that possess the power to tax. Modern 
collectivist economists reason that de- 
struction of paper values is no destruc- 
tion at all, so long as the physical instru- 
mentalities of production remain intact 
—they say that when the time comes 
those physical properties can be taxed out 
of the hands of present owners and can 
then be used for the whole people under 
the benevolent, not to say Providential, 
administration of an omniscient planning 
body in Washington. What they mean, 
in short, is that the power to tax can be 
used for purposes of confiscation—and at 
the same time be made to seem both legal 
and holy. 


The public debt will not disturb us if 
we understand where it may lead us and 
are content; it can trouble us only if we 
continue to use government bonds as a 
yardstick for the measurement of other 
investment risks and fail to perceive 
wherein the bonds do not conform to the 
old standards. We are living in an era 
of managed currency. 

If re-distribution of wealth is to be a 
political objective rather than the nat- 
ural result of economic forces; if it be 
true that our productive facilities are 
now ample and that only our system for 
the distribution of goods is faulty; if the 
burden of taxation is to rest ever more 
heavily upon industry, so that the tax 
dollar will grow larger and larger while 
wages and dividends grow smaller and 
smaller, is it illogical to infer that labor 
may turn from its present struggle with 
private owners and form closer alliances 
with politics in order to have a guiding 
hand in the distributive process? 

Now for less ethereal speculation. 
There is pending in the Congress a bill 
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“for the regulation of certain securities 
... and the trust indentures under which 
the same are issued,” known as the Bark- 
ley bill. Its announced purpose is to cor- 
rect abuses in public offerings that, un- 
less regulated, tend to injure the capital 
markets, the investors, and the general 
public. With the purpose, no sane man 
will, and no honest man can quarrel. 
With some of the means to be employed, 
some men who are both honest and sane, 
do quarrel. In the opinion of trust rep- 
resentatives who have been following the 
progress of this legislation, there remain 
unsettled two major objections: 

1st—Trust institutions generally have 
contended that there is doubtful merit 
in that section of the bill which, in ef- 
fect, prohibits a banking institution from 
making ordinary commercial loans to a 
company for which it is acting as trus- 
tee of a short term (less than 5 years) 
issue of secured or unsecured debt. Ob- 
viously, the vice in this situation is not 
in the loan per se but in the occasional 
case where a trustee may favor its own 
loaning department at the expense of 
the trust beneficiaries. Consequently, it 
has been suggested that the prohibition 
should be removed and a stiff penalty be 
imposed when there is such favoritism 
shown by the Trustee. 

This would be in accord with the prin- 
ciple that governs in cases of long term 
loans; in such cases the Trustee has to 
set aside in a special fund, available to 
other creditors as well as to itself, all 
moneys received for its own account 
within four months prior to a default and 
sums collected thereafter, unless the 
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Trustee can prove it had no reason to 
suspect the default would occur. It was 
suggested by the trust companies that 
they would waive the right to prove ig- 
norance of an impending default, given 
them in connection with the so-called 
“permitted loans,” and consent in both 
cases to what amounts to a “presumption 
of fore-knowledge” on the part of the 
Trustee if the bill could be amended so 
as to remove the prohibition against bank 
loans. It is a well founded belief that 
the evil to be cured is infrequent in oc- 
currence and does not require punish- 
ment of the innocent along with those 
guilty. 


Corporate Trust Liability 


2nd—There is the question of broaden- 
ing the liability of the indenture trustee. 
Heretofore it has been the custom to sur- 
round trustees with exculpatory clauses 
that, in effect, made them answerable 
only for gross negligence and bad faith. 
The Barkley Bill in its present form re- 


quires trustees to account annually to 
bondholders. It has been suggested that 
a time limit be fixed within which bond- 
holders could complain of any actions dis- 
closed in such annual reports; the lim- 
itation would not affect claims of liabil- 
ity based on charges of gross negligence 
or bad faith. Reason for this requested 
amendment is found in the fact that ac- 
tions against an indenture trustee usual- 
ly are brought long after the event, often 
under conditions of public distress which 
make it difficult, if not impossible, to re- 
construct a true picture of the situation 
existing when the event occurred. 


Often deep rooted objections to the 
bill have been expressed by attorneys who 
see in it a tendency to confuse the func- 
tions of an indenture trustee with the 
duties commonly undertaken by a trus- 
tee of personal estates. To the extent 
that the bill results in an increase of fidu- 
ciary responsibilities, fees of indenture 
trustees will undoubtedly have to be re- 
considered and raised as the present 
rates would not compensate for the as- 
sumption of new and burdensome, affirm- 
ative duties. Various objections have 
been made to the sections defining ‘“con- 
flicts of interest’”—chiefly because such 
conflicts, when they do exist, are not 
static. For example, the percentage of 
stock ownership that may be in voting 
control of the bank, whether acquired 
through taking possession of collateral 
or through ownership in a personal trust, 
will, from time to time, change. A con- 
flict that, in theory, appears today, is 
quite likely, in practice, to disappear to- 
morrow. 


The Common Trust 


One more problem, unique to trust in- 
stitutions, which may be worth your at- 
tention is, “Will trust institutions gen- 
erally employ the common trust fund de- 
vice to meet the needs and demands of 
small investors?” Theoretically at least 
there is a great advantage in any legal- 
ized device that will permit relatively 
small estates to be grouped together for 
purposes of investment supervision. Prac- 
tically, such advantages will be lost if 
the administrator of the common fund 
has not the resources that will enable it 












to give the requisite skillful attention to 
the property thus held. 

The accounting difficulties involved in 
such fund are not small but neither are 
they insurmountable. It is obvious that 
unless additions can be made to the fund 
from time to time, and unless portions 
of the fund can be withdrawn from time 
to time, without disturbing the propor- 
tionate equities of the participating 
beneficiaries, the results will be unsatis- 
factory. It is apparent too that unless a 
bank is equipped to avail itself of every 
statistical reference and able to delegate 
the work to men experienced in the in- 
vestment of funds, it should be most cau- 
tious in adopting the common trust fund 
plan. The fact that a competing trust 
institution may use it will not in and of 
itself constitute a sufficient reason for all 
trust companies to take it up. If this 
one truth is grasped, mention of it here 
will not have been in vain. 





Life of Average Home Could Be 
Greatly Extended By Proper 
Upkeep 


“Real estate is a long suffering commod- 
ity, but the neglect that is too often ac- 
corded valuable investments, especially in 
residential property and property which 
may represent the entire capital of the own- 
er, is truly the nation’s most outstanding 
example of killing the goose that lays the 
golden eggs. The income is used for every- 
thing except the establishing of a sinking 
fund for the upkeep or amortizing the in- 
debtedness.” So stated P. H. Parrot, sales 
manager, Frank L. McGuire Co., in an ad- 
dress delivered before the recent Southwest 
Regional Conference of the National Asso- 
ciation of Real Estate Boards. 


The thousands of residential districts over 
the country that have held their value over 
many decades should be the rule rather than 
the exception, and this is of vital interest 
to the future of real estate, Mr. Parrott 
said. 


The present life expectancy which loan 
companies give to residential property is 
as short as it is, he said, largely by reason 
of fear that has been generated as a result 
of property neglect by careless owners plus 
the result of lopsided top-heavy financing 
plans that have heretofore been too com- 
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mon. Owned homes more than pay their 
way in service rendered, but too often in the 
past their earnings over the years have been 
diverted into other channels, partly through 
a faulty financial set up. 

“The frame English type home I lived in 
as a boy stands in an eastern city today 
after having seen over 65 years of service. 
It is located in a good residential district, 
among homes its own age, a district that 
has been well kept and not permitted to 
deteriorate. Last fall, after an absence of 
25 years, I had the pleasure of visiting this 
section of the country, and when I drove up 
in front of the old home, there it stood as 
nice as the day I had last seen it. The 
good looking English lines stood out like a 
modern home, its well kept grounds had 
lost none of their original charm, and the 
other homes in the immediate district, of 
similar age and conservative architectural 
design, were all holding their own, and cer- 
tainly have many years of useful home ser- 
vice ahead of them. A reasonable first 
mortgage on any one of these homes during 
the last 50 years, or for that matter, dur- 
ing the next 25 years, would represent a 
gilt edge investment for any loan com- 
pany.” 
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Hisroric landmarks are preserved 
by thoughtful care. So with private 
property. Provident Trust Com- 
pany has been privileged to help 
many Philadelphia families main- 
tain their fortunes for family or 
community use. 

















Practical Problems in Common Trust Fund 


Operations 


The following material comprised the reports of members of a Com- 
mittee on Common Trust Funds of the Trust Problems Seminar of the New 
York Chapter, American Institute of Banking, based on questionnaires sent 
to nine banks operating such funds (six of which replied) and on the re- 


search of the individual men. 


As pointed out by Chairman H. J. Watchorn, 


senior estate administrator of Bankers Trust Company, New York, no 
funds have been administered under any of the present Federal and New 
York laws and regulations. After outlining the various requirements 
thereunder, the report concluded that “for persons of moderate means, 
the common trust fund offers undoubted benefits”, especially as to diversifi- 
cation, regularity and uniformity of income payments, and greater cer- 
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tainty of prompt payment of principal on termination.—Editor’s Note. 





ROBERT S. DAVIS 


T the outset, two problems concern- 
ing the practical operation of a 
Common Trust Fund arose: 


(a) What should be done with securi- 
ties in a Common Trust Fund 
which cease to be eligible as new 
investments for the Fund? 

What assurances can be estab- 
lished that holdings of a Common 
Trust Fund which have ceased to 
be eligible as new investments will 
not be participated to a new Trust 
coming into the Common Fund? 


Under the New York Law these prob- 
lems have been met by express provision 
for what is known as a liquidating ac- 
count. Securities which cease to be 
eligible as new investments for a Com- 
mon Trust Fund may be either sold out 
of the General Fund or transferred to a 
liquidating account. Also, a bank may 
transfer to a liquidating account any se- 
curity in the Common Fund which it 
wishes to handle separately although such 
securities may not have become ineligible 
as a new investment. 

Each security or group of securities 
transferred to a liquidating account must 
be handled for the benefit ratably of each 
participant in the Common Fund at the 
time of the transfer. Hence, it will be 


(b) 


necessary to establish (on paper at least) 
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a separate liquidating account for each 
security or group of securities trans- 
ferred out of the General Fund. 





Three Safeguards 


With respect to the management of 
liquidating accounts, there are three im- 
portant provisions in the New York Law, 
first: 


“It shall be the duty of the trust com- 
pany maintaining the same to effect 
liquidation of the investments held there- 
in and distribution of the proceeds there- 
of when, but not until, it deems such 
liquidation to be for the best interests of 
those beneficially interested therein.” 


It would appear from this that a bank 
should probably operate under the gener- 
ally recognized “reasonable time rule” in 
deciding the retention or sale of inelig- 
ible securities in a liquidating account. 

A second provision reads: 


“No assets whether in cash or in kind 
shall be withdrawn therefrom to pay or 
satisfy in whole or in part any share 
therein except upon like proportionate 
distribution to all estates, trusts and 
funds having any interest therein.” 


This clause would appear to give a 
bank two elections, (a) to retain securi- 
ties in a liquidating account for ultimate 
liquidation or (b) to distribute in kind 
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any securities held in denominations suit- 
able for distribution in whole or part 
ratably among the participants in the 
liquidating account. 

The third provision is that which pro- 
vides for the raising of new money for 
the protection of securities in such an 
account prior to their distribution or 
sale: 


“No further moneys shall be invested 
in such a liquidating account except that 
in order to protect any investment held 
therein the trust company may borrow 
moneys from others or advance its own 
moneys on the security of the invest- 
ments held in such liquidating account.” 


The New York Law further requires 
that in annual accountings of a Common 
Trust Fund a separate schedule for each 
liquidating account be filed and that cita- 
tions be issued to all persons having an 
interest in a liquidating account as well 
as those having an interest in the Gen- 
eral Fund. 


Differences Under the Federal Rules 

The Federal Reserve Board Regulation 
covering trust powers of National Banks 
contains no mandatory provisions for 
liquidating accounts. This doubtless is 
due to the fact that, under Federal Reg- 
ulation, National Banks are not restrict- 
ed to so-called “legal” securities in the 
investment of Common Trust Funds. 
Therefore, should a National Bank es- 
tablish a “non-legal” Fund, there would 
presumably be no grounds on which a 
security could become ineligible. 

A clause in the Federal Reserve Board 
Regulation, however, recognizes that 
for some reason or other a bank may 
choose to segregate an investment and 
the Regulation does authorize the separ- 
ate management of securities so segre- 
gated, for the benefit ratably of all parti- 
cipants. 

Both the New York and Federal Reg- 
ulations expressly state that no certifi- 
cates of participation may be negotiable 
or assignable. The purpose obviously is 


to restrict participation in a Common 
Fund to bona fide fiduciary accounts. It 
would appear, therefore, that if a trust 


having an interest in a liquidating ac- 
count should terminate, the only docu- 
mentary evidence that a bank could issue 
to remaindermen would be a non-nego- 
tiable certificate of participation in the 
assets of the liquidating account. Such 
certificate would be redeemed in whole or 
part as the securities in the liquidating 
account are distributed or liquidated. 

Letters from Banks which have pre- 
viously operated Common Trust Funds 
show only limited experience with liq- 
uidating accounts. Answering a ques- 
tion as to whether remaindermen or oth- 
ers are likely to object to accepting non- 
negotiable participations in a liquidating 
account, one Bank said, “Yes.” Another 
wrote, “From experience in other direc- 
tions, I would anticipate spirited objec- 
tions from the remaindermen to accept- 
ing non-negotiable participations in a 
liquidating account.” 

Are Mortgages Desirable? 

New York at present does not permit 
investment in real estate mortgages. 
There are those who feel that the New 
York law should be changed. 
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One Bank writes that it has trans- 
ferred all its mortgages to a liquidating 
account (actually mortgage participa- 
tions as no whole mortgages were held). 
This was not because all had defaulted 
but merely because new trusts were not 
being admitted to the fund. The writer 
of the letter gave the opinion that whole 
mortgages were entirely suitable for 
Common Trust Funds. Another Bank, 
although recognizing that mortgages 
may increase the income yield from a 
Common Fund, states than in its opin- 
ion the real trouble in liquidating ac- 
counts is likely to arise from mortgage 
investments. 


As a rule, banks throughout the coun- 
try which have operated Common Trust 
Funds, have not limited their invest- 
ments to legal securities and, therefore, 
have not had experience with liquidating 





VALUATION DATES 


accounts of the kind provided for in the 
New York Law. 
The results of our questionnaire are: 


1. That liquidating accounts by pro- 
viding a means of removing unsuit- 
able investments from a Common 
Trust Fund without forced liquida- 
tion are definitely salutary. 

. That because of the detail of ad- 
ministration of liquidating accounts, 
banks will endeavor to keep their 
number and size at a minimum, and 

. That it is the weight of opinion of 
a number of banks with Common 
Trust Fund experience that, in a 
Common Trust Fund limited to 
legals, mortgages are likely to be 
troublesome transfers to liquidat- 
ing accounts and that the desirabil- 
ity of mortgages for such a fund is 
questionable. . 





C. S. HYDE, JR. 
Trust Department, Chase National Bank 


HE nature of interests in a common 

trust fund requires that all of the 
assets of the fund be valued each time 
the size of any individual participation 
is to be changed. 

In the absence of statute it might be 
feasible in the case of a comparatively 
small and inactive fund for the trustee 
to determine arbitrarily upon a valua- 
tion whenever a sufficient number of re- 
quests for admission or withdrawal has 
accumulated. However, both the New 
York Banking Law and Federal Regula- 
tion F remove all question as to a mini- 
mum interval between valuation dates by 
specific provision. 

The New York Law requires the 
trustee to determine the value of the 
fund pursuant to the banking Board’s 
regulations on or as of the first business 
days of January, April, July and Octo- 
ber of each year. This is an unfor- 
tunate choice of dates from an operating 
standpoint as it coincides with peak ac- 
tivity periods. Regulation F requires 


the trust investment committee of each 
bank to determine the value of the 
fund’s assets not less frequently than 
once during each period of three 
months. Both the New York law 
and Regulation F provide that no 
participations shall be admitted or with- 
drawn except as of a valuation date. The 
New York Regulations also contain pro- 
vision for calculation and distribution of 
income as of valuation dates. Both jur- 
isdictions also permit more frequent val- 
uations provided certain advance notice 
requirements are complied with. 


It can therefore be seen that any bank 
which wishes to avoid double taxation 
must plan to operate on the basis of at 
least four valuations a year. The ques- 
tion, therefore, is whether or not this is 
often enough. 


What Is Desirable Interval? 


Three questions were included in the 
questionnaire sent to banks with common 
trust fund experience. The first was: 
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“From a practical operating standpoint, 
what interval between valuation dates 
has proved most desirable in your expe- 
rience?” 

Three banks favored intervals of three 
months, and three, of one month. One 
of the latter commented that its Declara- 
tion of Trust form includes provision for 
monthly additions by the makers, which 
of course makes necessary monthly re- 
valuations. 

Because of the large amount of detail 
work involved, a trustee ordinarily would 
prefer to keep the number of valuation 
dates down to a minimum. One of the 
chief reasons for more frequent dates 
would therefore be to avoid hardship to 
income beneficiaries and remaindermen. 
So the banks were asked this question: 
“As a general rule, have beneficiaries or 
remaindermen been inclined to object be- 
cause of the necessity of awaiting the 
next valuation date before paying over 
income or principal? Have they object- 
ed because of the delay necessary before 
they could be admitted to participation?” 


None of the banks reported any diffi- 
culties in this connection. One bank on 
a monthly basis commented that under 
its plan, the maker of a trust may bor- 
row from the fund up to 90% of the 
value of the units to his credit, the inter- 
est on such loans providing a source of 
income to the fund. 

The final question was: “Could a fund 
operated by a large bank be satisfactorily 
handled on quarterly valuations?” 

Two banks, one of which operated one 
of the largest funds of the group, gave 
unqualified affirmatives. Three others 
were inclined to think it could be done, 
one of them conditioning its reply on the 
willingness of the bank to make loans 
to help out needy beneficiaries. Another 
bank operating a stock fund stated it 
had no experience on this point but 
thought that a bank would, besides the 
quarterly dates, hold intermediate valua- 
tions when a sufficient number of trusts 
wanted to enter or leave. 

It would seem, on the basis of the ma- 
terial available, that a bank setting up a 
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common trust fund could reasonably hope 
to operate successfully on the basis of the 
statutory minimum of quarterly valua- 
tions. The need for more frequent valua- 
tions would be greater in the case of a 
large fund with many participants, and 
it may be that a bank which wishes to 
spare itself the expense of monthly val- 
uations will find it desirable from a pub- 
lic relations standpoint to make some pro- 
vision for intermediate valuations dur- 
ing the quarterly peroid if a specified 
minimum number of units is seeking ad- 
mission to or withdrawal. 


CorrEsPONDENCE is invited 
in connection with any Probate or 
Administration requiring ancillary 
proceedings in the Province of 
Ontario, Canada. 


Guaranty Trust Company 
of Canada 


TORONTO WINDSOR 


AMORTIZATION OF BOND PREMIUMS 


W. S. CONRAD 
Trust Department, Lawyers Trust Company 


HE general rule of law in New York 

requiring trustees of testamentary 
trusts to amortize the premiums on bonds 
purchased at a price in excess of the face 
amount where there is no express pro- 
vision in the instrument has been criti- 
cized as being unduly partial to the re- 
maindermen at the expense of the life 
tenant, for the loss of income to the life 
tenant because of amortization makes 
his loss absolute; while the loss to the 
remaindermen for which amortization is 
set up may never occur. As for example, 
when a trustee sells a bond at a profit 
over his original purchase price and prin- 
cipal has been reimbursed with part of 
the premium paid, both the gain and the 
amortization accumulated would belong 
to principal. 

When an attempt is made to apply the 
general rules of law governing amortiza- 
tion to a Common Fund, many complica- 
tions arise since the various participants 
do not all acquire an interest in the as- 
sets of the Fund at the same time or on 
the same cost basis. Our questionnaire 
contained the following question: “Do 
you feel that it is desirable to amortize 


premiums within the Common Fund?” - 


Diversity of Opinion 


Two banks thought it unnecessary, two 
were definitely opposed, and two favored 


some type of amortization. The first 
two did not amplify their opinions. How- 
ever, one argument often advanced in 
support of this stand is that in a Com- 
mon Fund of any size premiums and dis- 
counts would tend to cancel out over a 
period of years and would, therefore, be 
equitable to both life tenant and remain- 
dermen. 


Of the two banks definitely opposed to 
amortization in a Common Fund, the 
writer of one reply stated he thought 
in a fund set up under the New York 
Statute some form of amortization would 
be necessary. The second bank stated 
that it did not consider amortization 
feasible in a Common Fund. 


One of the two affirmative replies sug- 
gested that from an investment stand- 
point there would appear to be certain 
benefits from amortizing premiums, since 
a bank might feel more free to purchase 
premium bonds in which there are cer- 
tain inherent advantages not always exis- 
tent in low-coupon discount bonds. The 
other reply indicated that bond premiums 
should be amortized and discounts ac- 
cumulated. 


Method to be Used 


The second part of our question read: 
“If you do feel that it is desirable to 
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amortize premiums within the Common 
Fund, or if it is necessary under the laws 
by which you operate, what method do 
you think should be used?” 


Only two banks advanced any opinion. 
Both stated that they favored a method 
similar to one proposed by Mr. Rodman 
Ward at the Mid-Winter Trust Confer- 
ence,* very similar to that imposed by 
regulations of the New York State Bank- 
ing Department, which provide that in 
determining the premium to be amor- 
tized, the valuation of the securities held 
on each statutory valuation date should 
be the basis for computing amortization 
to the next valuation date. The excess 
of the valuation over the par value of the 
bond would be the premium to be amor- 
tized. Since statutory valuation dates 
are January, April, July, and October 
first, amortization would be computed 
four times a year. 


As an example of how this method 
would operate, assume that a $1,000.00 


ACCRUAL ACCOUNTING 


bond held by the fund is valued at 110 
on July 1, 1938 and that the maturity is 
July 1, 1948. The premium to be amor- 
tized would be $100.00 over the ten-year 
period. The rate of amortization com- 
puted in this way would be used until 
October 1, 1938, the next statutory val- 
uation date. On October 1, 1938, as- 
sume the same security is valued at 111. 
The premium then to be amortized would 
be $110.00 over a period of nine years 
and nine months. This rate would be 
used for the next; three months. 

The regulations provide further that 
no account is to be taken of bonds valued 
below par. 

The Federal Reserve Board Regulation 
F does not contain any provision cover- 
ing amortization; consequently, banks 
operating funds under Regulation F and 
not subject to the New York Statute must 
determine the necessity for amortization 
and the method to be used in the light 
of the requirements of local statute or 
current judicial opinion. 


H. E. NEVINS 
Head, Uniform Trust Department, City Bank Farmers Trust Company 


AVING in mind the picture of par- 

ticipations being admitted and/or 
withdrawn from the fund on various val- 
uation dates it is apparent that certain 
computations are necessary to insure 
that the income distributed has the prop- 
er relationship to the length of time the 
trust has participated in the fund. 


The regulations of the New York State 
Banking Board provide that the income 
of Common Trust Funds operated pur- 
suant to Section 100-C of the Banking 
Law of the State of New York should be 
computed on the accrual basis. As this 
would appear to be a departure from or- 
thodox trust accounting it is interesting 
to note the views on this question which 
were obtained from several banks which 
have operated mingled funds. The ma- 


*See 66 Trust Companies 213 (Feb. 1938). 


jority of such banks indicated that they 
preferred the accrual system. To sup- 
port their choice they cited the follow- 
ing advantages: 

1. It facilitated the administration of 
the fund. 

2. It facilitated the liquidation of the 
interest of withdrawing participants. 

3. It contributed to even out distribu- 
tions of income. 


Payment before Collection of Income 


The question may well be raised at this 
point as to how income can be paid out 
before it is collected. The answer to this 
is found in Section 2 Article VI of the 
New York regulations which provides 
as follows: 


“To facilitate the distribution of in- 
come, the cash principal of the common 
trust fund may be used, to the extent 
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necessary, to purchase income accrued or 
the trust company may advance its own 
funds to facilitate such distribution and 
may charge therefor interest at a rate 
not in excess of the average rate earned 
by the common trust fund since the val- 
uation date preceding that as of which 
the income is distributed.” 


The next question which follows logi- 
cally is, what will happen if the income 
which is distributed is not collected. It 
is possible to think of at least three an- 
swers. In the first place, common trust 
funds operated pursuant to 100-C are 
limited to so-called legal investments 
which restriction should narrow the pos- 
sibility of defaults. In the second place, 
interest defaults are usually foreshad- 
owed and the trustee could take steps to 
avoid distributing the income on parti- 
cular investments before it was collected. 
Finally, assuming that accrued income 
was not collected when due, the only ad- 
justment necessary would be with respect 
to those participants which had been 
withdrawn from or admitted to the fund 


during the period that such income had 
been accrued. 


Method Optional Under Federal Regulations 


In the event that a bank establishes a 
common trust fund under the Regula- 
tions of the Board of Governors of the 
Federal Reserve System, the method of 
income accounting would be optional. The 
option would, as a practical matter, be a 
choice between distributing income on a 
cash or distributing income on an accrual 
basis, as it would hardly be fair to the 
participating trusts to disregard accruals 
of income and expenses on the occasion 
of admissions to or withdrawals from the 
fund. Furthermore, information for in- 
come tax purposes would have to be as- 
certained by computations made by ac- 
cruing income and expenses to valuation 
dates. 

The most apparent advantage of dis- 
tributing income on a cash basis is that 
it obviates the necessity of securing an 
advance of funds with which to make the 
distribution. On the other hand, the ac- 
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counting becomes more involved and in- 
come collections will tend to be concen- 
trated on particular dates. If the trus- 
tee pays out all the income on hand the 
distribution for successive quarterly pe- 
riods will show a considerable variance 
in amount. To correct this the trustee 
might retain a portion of the income. 
Two methods can be suggested for 
handling the liquidation of the interest 
in income of participations being with- 
drawn from the fund. Under one meth- 
od the trust would have to wait until in- 
come which was accrued at the date of 
withdrawal was collected. The maximum 
' length of time before this would be ac- 


complished would approximate five and 
a half months. The alternate method 
would be to arbitrarily advance the funds 
from either the principal or the income 
of the Common Trust Fund. 


On the basis of the opinions we have 
received and our consideration of the 
question, we believe that the accrual sys- 
tem is the least complicated. Some 
banks, however, which will operate funds 
under the Federal Reserve Regulations, 
may become reconciled to additional cler- 
ical effort in order to avoid distributing 
the income before it is in the form of 
cash. 


ECONOMIES THROUGH THE COMMON TRUST FUND 


JOHN HORN 
Trust Department, Bankers Trust Company 


N the basis of the information avail- 
able to this Committee, we feel jus- 
tified in expressing the opinion that, gen- 
erally speaking, a bank which has a sub- 


stantial volume of small trust business 
will save money through the operation of 
a Common Trust Fund. 


We should have liked to be much more 
definite than that but the following con- 
siderations interfere: 


a. To effectively compare costs requires 
adequate information on the separate 
costs of the many different operations 
and activities of a trust department. 
Little progress in such cost analysis 
work has been made to date and what 
figures exist are confidential. 

. Even the figures available must be ad- 
justed to allow for the greater cost 
per dollar of assets involved in admin- 
istering a small trust as against the 
average. 

c. Until the cost of complying with the 
New York Regulations can be care- 
fully studied, a conclusion on compara- 
tive costs must be approximate only. 


We do have some evidence, however. 


1. All banks who answered our ques- 
tionnaire believe the Common Trust 
Fund results in a saving. One of them 
arbitrarily estimates a 15% saving. They 


agree that the largest savings are in the 
investment costs. 

2. The Equitable Trust Company of 
Wilmington has made a comparative 
study of its own costs and has arrived 
at a figure of 27% saved. 

3. A New York bank which does not 
operate a Common Trust Fund has stated 
it believes that as much as 50% could be 
cut off from its purely investment costs. 

4. Based on some figures confidential- 
ly furnished me, I have made a study of 
the gross costs that can be eliminated 
by the common fund and I believe a fig- 
ure of 33%% is probably conservative. 
This figure does not allow for the cost 
of complying with the additional require- 
ments of administering a common fund 
and assumes that unnecessary costs can 
be eliminated arbitrarily. On the other 
hand, it does not adjust for the fact that 
small trusts’ costs are greater than that 
of the average trust. 


Savings Possible 


The possibilities of savings lie in the 
following factors: 

1. Replies to our questionnaire revealed 
that the prime contribution would come 
from investment costs. There would be 
eliminated or reduced the expensive co- 
trustee conferences; periodic reviews of 
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FRED G. BOYCE, Jr., Vice President 


the accounts’ investments with reports to 
co-trustees and their approval requested; 
elimination of the need for considering 
the trusts’ special requirements and re- 
duction of number of securities for An- 
alysis Department to study. 


2. Operating costs are the next 
largest item of gross savings. Here, 
however, will occur most of the new costs 
of the Common Trust Funds, such as the 
annual accountings, the periodic valua- 
tions and accruals, reports and audits, 
remittances to trusts, etc. 


Savings in this field lie in the reduc- 
tion or elimination of (a) transfer, ex- 
change and general security transactions. 
(b) The collection of coupons and bonds 
at maturity would be extremely simpli- 
fied. Dividends and mortgage interest 
would, of course, be cut. (c) Mainten- 
ance of security records and cash ledgers 
would be cut to the bone. Cash and se- 
curity statements could be almost elim- 
inated. (d) Remittances would be less 
frequent, simplified and regular. (e) 
Vault operations and safekeeping would 
be very unimportant. (f) Accountings 
and income tax would be reduced to the 
plainest routine. 


3. In administration the savings 
would not be so obvious. None the less, 
they would exist: (a) Uniformity of ad- 
ministrative procedure would be encour- 
aged. (b) Amortization and _ remit- 
tance plans would be greatly simplified. 
(c) Co-trustee and beneficiary contacts 
would be reduced. (d) New business ac- 
ceptance and its cost determination would 
be much more simplified. 


Surplus and Undivided Profits . 


We Solicit Your Baltimore Account 


of BALTIMORE 


ce ease 
$3,900,000 


A. H. S. POST, President 


There are no complete figures on all 
the banks of the country but we do have 
them for the national banks. Since there 
are just about as many state banks as 
national doing a trust business, we can 
approximate the figures involved. 

If we leave out the 38 cities which, 
have a population of over 250,000, we find 
that the rest of the country’s trust ac- 
counts average about $27,000, just a lit- 
tle over the $25,000 limit of Common 
Trust Funds. They total about 130,000 
accounts, a little over half of all trust 
accounts. They have trust assets ag- 
gregating $4,000,000,000, about one-fifth 
of the country’s total. It would appear, 
therefore, that there is a huge potential 
field for Common Trust Funds. 

Just how the figures for the 38 large 
cities would compare, we cannot say, but 
we find out from two New York City 
banks that 30% of their accounts are 
valued below $25,000. However, their 
total value is only 2% of the total trust 
business. If we average the above fig- 
ures for the country as a whole together 
with those for New York City, we would 
conclude that the N. Y. Reserve District 
has about $250,000,000, represented by 
about 12,000 trust accounts, available for 
common trusts. 

The average bank doing trust business 
in cities below 250,000 population holds 
$1,500,000 in trust assets, probably suffi- 
cient to justify a common fund. All the 
figures could be criticized in some re- 
spects, particularly because of the use 
of averages at times. Let this be off-set 
by the fact that trusts in excess of $25,- 
000 may also invest some of their money 
in common trust funds. 
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TAXABILITY OF COMMON TRUST FUNDS 


H. F. SCHROEDER 
Assistant Head of Tax Division, Bankers Trust Company 


ECTION 169 of the Revenue Act of 
1936 provides that a Common Trust 
Fund must be maintained in accordance 
with the Rules and Regulations issued 
by the Federal Reserve System. It 
would appear, although there is nothing 
definite on the point, that in the event a 
Fund did not meet with the requirements 
of Section 169, under the decision of the 
Court in the Brooklyn Trust Company 
case, such Fund would be taxable as an 
association. 
Subdivision (d) of Section 117 of the 


1937 Act limited the net capital losses 
deductible by an individual to $2,000. 
The question was raised as to whether 
only a total of $2,000 capital loss of a 
common trust fund could be deducted by 


its participants. For example, if a com- 
mon trust fund had a $20,000 net capital 
loss, and ten participants, or a $2,000 loss 


per participant, would the amount de- 
ductible by each participant be limited to 
$200. The answer appeared to be, yes! 
However, the 1938 Revenue Act re- 
moved this question by amending Section 
169 to specifically provide that each par- 
ticipant will report its proportionate part 
of both.the capital gains and losses real- 
ized by the common trust fund. 
Although the New York law has not 
been amended as yet to conform with 
Section 169 as amended by the 1938 Rev- 
enue Act, it is expected that the New 
York tax law will be interpreted in con- 
formity with the Federal law. 
Interpreted in the light of Section 169 
as amended by the 1938 Revenue Act 
the replies received to the questionnaires 
were unanimous in their opinion that no 
advantage or disadvantage would be real- 
ized from the standpoint of income taxes. 


S. S. Reliance on which the North Carolina and Maryland Bankers Associations held their respective 1938 
conventions. 





Trends 


In The 
Trust 
Field 


(Washington Letter) 


Significance of Chandler Act 


HE provisions of the Chandler 

bankruptcy act now in effect, go con- 
siderably further than any previous Fed- 
eral law in regulating corporate manage- 
ment. While the law applies only to cor- 
porations undergoing reorganization un- 
der the act it reflects a tendency in the 
relations between Government and busi- 
ness corporations that may well go a 
good deal further if circumstances seem 
to demand, officials here are willing to 
point out. 

The new bankruptcy law not only pre- 
vents the management of a corporation 
undergoing reorganization under Chap- 
ter X of the old Section 77B, from any 
significant part in the reorganization 
and the evolution of a new financial plan, 
but also provides for its permanent elim- 
ination even after reorganization. In 
the first place, the charter of a corpora- 
tion reorganized under Chapter X may 
not henceforth provide for the issuance 
of non-voting stock, thus preventing the 
use of various devices hitherto employed 
for maintaining the management in con- 
trol of an enterprise. Second, the Fed- 
eral judge, before confirmation of a plan, 
must be satisfied that the continuance 
of a management in power is compatible 
with the interests of creditors and stock- 
holders and consistent with public policy. 
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As a result, an integral part of an order 
of confirmation may now be the elimina- 
tion of the management. 


Important too is the provision that if 
the indebtedness of a corporation is 
more than $250,000, the judge must ap- 
point a disinterested trustee who may be 
called upon to investigate the past con- 
duct of the enterprise, to see whether 
any cause for action lies against the 
management. Thus, in addition to pav- 
ing the way for the elimination of man- 
agements through reorganizations, the 
new law will tend largely to increase the 
number of instances in which suits are 
instituted against managements because 
of their past conduct of corporate af- 
fairs. 

These provisions are part of the effort, 
clearly reflected in the revisions of the 
Chandler bill, to give added protection 
to creditors and outside stockholders in 
reorganizations. The era of providing 
more and more relief for debtors, which 
developed during the 1930-1933 depres- 
sion, has come to a close, at least tempo- 
rarily, it would seem. The new law 
seeks greatly to strengthen the position 
of creditors. In order to do this, it 
places managements of corporations un- 
dergoing reorganization on the defensive 
to an extent not contemplated in any pre- 
vious reorganization legislation. 
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On the more purely banking side there 
is a change in the depository section 
which permits the pledge of Government 
bonds in lieu of surety bonds for both 
national and state banks, the latter when 
the law permits. This section 61 pro- 
vides for the change in the depository, 
discloses that the types of securities 
which are acceptable other than surety 
bonds, shall be placed in the custody of 
Federal Reserve banks or branches des- 
ignated by the judges of the courts of 
bankruptcy and subject to the orders of 
such judges. The types of securities are 
those provided for in section 1126 of the 
Revenue Act of 1926, that is, United 
States liberty bonds or other bonds or 
notes of the United States at par value. 
The phrase “bonds or notes of the United 
States” is held to mean any public debt 
obligation of the United States, which 
is unconditionally guaranteed as to both 
interest and principal by the United 
States. It should be noted that only de- 
posits in excess of those insured by the 
Federal Deposit Insurance Corporation 
are required to be secured. 


Reorganization Division Officials 


Samuel O. Clark, jr., and Edmund 
Burke, jr., and Martin Riger, are to be 
the triumverate at the Securities and 
Exchange Commission, to begin the ad- 
ministering of the Chandler act. The 
division for doing this is now entitled 
“Reorganization Division.” 

Mr. Clark has been with the SEC for 
about four years, beginning as Chief At- 
torney of the Protective Committee 
Study. More recently Mr. Clark has 
edited the reports that have gone to Con- 


gress. Disclosures and recommenda- 
tions which he developed were used as 
the basis for the bill. In addition, Mr. 
Clark served as trial examiner in the 
Commission’s hearings in the Richard 
Whitney case. 

Mr. Clark’s background includes grad- 
uation from Sheffield Scientific School at 
Yale, civil engineering with Stone & 
Webster Inc., of Boston followed by legal 
studies at Yale Law School and joining 
the New York law firm of Milbank, 
Tweed, Hope & Webb and its predecessor 
firm, Masten & Nichols. More recently 
he was with the firm of Chamber & Hes- 
selmeyer, of New Haven and New York. 


Mr. Burke, the assistant director of 
the new Reorganization Division is a 
native of New York and joined the Com- 
mission’s legal staff in April 1935, serv- 
ing in the Forms and Regulations Divi- 
sion and later with the staff of the Pro- 
tective Committee Study. Mr. Burke is 
a Princeton graduate and trained in law 
at Harvard. For a time he was with 
the Manhattan law firm of Cotton, 
Franklin, Wright and Gordon, later serv- 
ing with the Public Works Administra- 
tion in connection with the Triborough 
Bridge and Lincoln Tunnel. Mr. Riger, 
who is to be supervising attorney of the 
Division, is a Cornell and Columbia Uni- 
versity man who, for a time, was editor- 
in-chief of the Columbia Law Review 
and joined the SEC in the work of the 
Protective Committee study. 


Tightening of Trust Powers Fore- 
shadowed 


HE problem of the little trust de- 

partment, or the bank that has been 
granted fiduciary powers but is not exer- 
cising them, is annoying to Washington 
officials at times. Over the long history 
of trust departments quite a number of 
national banks have applied for these 
powers thinking that they would utilize 
them, but for one reason or another have 
not done so. In the meantime, the cap- 
ital requirements of banks desiring trust 
powers, have increased and the directors 
of the banks know that if they relin- 
quished these rights they could not again 
obtain them without increasing their 
capital. 
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It is often true that in some localities, 
this latter attempt would be unlikely to 
succeed, due to changed economic condi- 
tions. It is recognized that there is not 
enough business in some communities 
to justify the operation of a trust de- 
partment. The framed certificate of un- 
used trust powers, however, hangs in the 
bank lobby. 


Specifically, the technical men in 
Washington would like to see a law 
framed which would make it possible to 
withdraw these trust powers from banks 
which have not used them or can show 
no immediate intention of doing so. Or, 
such a law might require certain mini- 
mum capital requirements for banks 
with trust departments, conditioned, pos- 
sibly on the community needs, and other 
provisions which allow considerable of- 
ficial interpretation. Thus, indirectly, 
they could revise the list of trust depart- 
ments of national and possibly Reserve 
member state banks. Study is being 
given to the subject and the next Con- 
gress may find some concrete proposal 
in the form of a bill that will be intro- 
duced upon the request of one or another 
of the Federal banking agencies. 


Groundwork for New Banking Bills 


HAT the next session of Congress 

will see a number of bank bills pass- 
ed seems to be accepted as a matter of 
fact in Washington. Even banking of- 
ficials who shied away from discussion 
of new banking legislation during the 
last Congress, now freely admit that 
banking bills will be up for considera- 
tion. This has meant, in the past, that 
some of the banking agencies will them- 
selves sponsor, directly or indirectly, 
new bills. 

Incident to such probabilities is the 
attendance of national banking officials 
at recent state banking conventions and 
those scheduled for the fall. Added to 
this is the frequency with which Reserve 
Board governors are attending, as speak- 
ers, or observers, and the active repre- 
sentation of the Federal Deposit Insur- 
ance Corporation in banking meets. 

The Comptroller’s Office has had some 
of its top-ranking lawyers, deputies and 
its chief national bank examiners cir- 
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culating among the bankers attending 
their association meetings. They are 
not taking much part in programs, with 
the exception of addresses by the Act- 
ing Comptroller, but rather they are vis- 
iting among the delegates, talking over 
banking problems and discussing and ex- 
plaining the work of their offices. Those 
who do not attend follow very closely the 
reports of banking opinions published in 
newspapers and local organs. In this 
program, trust department problems are 
not overlooked and, unofficially, trust 
men are invited to discuss their difficul- 
ties whenever they find officials in at- 
tendance. It is said that they will be 
listened to with sympathy looking toward 
constructive action when possible. 


“Monopoly” and Insurance Control 


IGH on the list of probable legisla- 
tion in manifold form is that of 
“monopoly.” The President indicated 
his desires in a message sent to the Con- 
gress recently adjourned. Under Sena- 
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tor O’Mahoney of Wyoming, a study has 
been inaugurated to “investigate” many 
angles of the subject. Included, although 
not as yet greatly commented upon, will 
be bank holding companies and insur- 
ance companies. The President speci- 
fically mentioned the former, and the 
latter is on the list of the newly-organ- 
ized “Monopoly Study” which has been 
set up under the directorship of Thomas 
C. Blaisdell, a legal economist once with 
the old NRA and now with the Securities 
and Exchange Commission. Mr. Blais- 
dell is a protege of Jerome Frank. 

In the more strictly banking field, in- 
dependent banking groups are asking 
Washington officials for support on a bill 
designed to prevent holding companies 
from operating through banking offices. 
In fact, they have written a bill which 
would specifically include all insured 
banks and defining the term to include 
trust companies. 

In the life insurance company field, 
the anti-monopoly study group would 
seek to prevent interlocking directorates 
and practices said to be of that nature. 
According to one official, they would like 
to see life insurance companies brought 
under general federal control in the 
same way as are banks. This would 
mean a Federal agency for the regula- 
tion of life insurance companies. A bill 
to do just that is known to exist although 
not as yet sponsored. 


The currently discussed monopoly in- 
vestigation, having broad ramifications, 
is looking askance at life insurance com- 
panies and bank holding companies and 
any big bank exercising a so-called mon- 
opolistic tendency in credit matters. It 
is, however, in the field of investments 
that trust men may be most concerned. 
Chairman Douglas holds: “A corporation 
will go into an insurance company and 
tell of an issue and ask if they will take 
it. If it is so agreed the insurance com- 
pany or the trust company is given a 
preferred status over other investors.” 


Pledge of Assets for Trust Protection 


ATIONAL bank examiners have 
recently given their opinion on two 
matters affecting trust departments. 


1: The question as to whether a na- 
tional bank which has securities pledged 
with a trust company to secure trust 
funds on deposit with the bank in the 
name of the trust company in its fidu- 
ciary capacity, can so pledge their as- 
sets. The funds in question belong to 
estates that are being administered by 
the trust company, and in the instance 
cited it is understood that the laws of 
the State prohibit a corporation from 
depositing trust funds in a bank unless 
they are secured. 


It is held that national banks lack 
power to pledge their assets to secure 
private deposits. It is said that the 
measure of their powers is the statutory 
grant, and powers not conferred by Con- 
gress are denied. Funds deposited by 
fiduciaries in accounts maintained in a 
national bank are private deposits inso- 
far as the national bank is concerned 
and, therefore, cannot be secured. The 
fact that the laws of the State prohibit 
corporations from depositing trust funds 
in a bank unless they are secured does 
not, it is held, confer upon a national 
bank any powers not granted by Con- 
gress. 


2: The question related to the pledge 
of assets by a national bank to secure 
deposits of postal savings funds, funds 
of trustees in bankruptcy, and those of 
receivers. It is declared lawful for a 
national bank to pledge its assets to se- 
cure these various types of deposits. 
With respect to trustees in bankruptcy, 
it is assumed that a national bank care- 
fully satisfies itself that these do in fact 
represent bankruptcy funds, because in 
some instances trustees or receivers 
in Federal equity court proceedings 
have deposited their funds with national 
banks and required that security be 
pledged therefore, because of Federal 
court orders. 


However, it is held that “regardless 
of the Federal court order,” a national 
bank has no power to pledge its assets 
to secure the deposits of such receivers 
or trustees in an equity court proceed- 
ing, but is strictly limited to trustees or 
receivers in bankruptcy proceedings as 
provided in Title II, U.S.C., sec. 101. 
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CENTRAL HANOVER BANK AND TRUST COMPANY 
NEW YORK 


Statement of Condition at Close of Business 


June 30, 1938 


ASSETS 
Cash and Due from Banks . . . . « « $591,724,267.52 
U. S. Government Securities. . . . . . 150,906,315.96 
State and Municipal Securities . . . . . 15,499,358.25 
Real Estate Mortgages. . . 2 1 3s + 7,206,983.52 
Other Securities. ae ar ee 22, 762,105.54 


Stock in Federal Reserve Bank . . . . 2,430,000.00 


Loans and Bills Purchased i. me ee eS 168,417,921.39 
es «se Ke ee ee 16,116,010.00 
ee ee ee ee ee ee ee 2,321,652.27 
MRE 2 ke He ee ES 713,531.80 
Customers’ Liability Account of Acceptances. 3,087,982.66 

Total $981, 186,128.91 


LIABILITIES 
Capital . . . . . . $21,000,000.00 
ee 6 «oe wwe & 60,000,000.00 
Undivided Profits . . . 11,027,489.56  $92,027,489.56 
Reserve for Taxes, 
imeesest Accreed, ee. . 1. 2 + + » 5,587,070.61 
Dividend Payable 
ee es sO ee » OE GS 1,050,000.00 
Co ee ee ee ee oe ee ee 35427,144.93 
OO ee ee ee ee eS ll 
Tout $gis,suaeatae 


There are pledged to secure public monies and to qualify for fiduciary powers 


U. S. Government Securities bo Lae? ey ae be ee $3 628,792.10 


Member Federal Deposit Insurance Corporation 
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Guaranty Trust Company 
of New York 


MAIN OFFICE FIFTH AVE. OFFICE MADISON AVE. OFFICE 
140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1938 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and Due 
from Banks and Bankers $ 567,402,506.31 
Bullion Abroad and in Transit 898,905.00 
U. S. Government Obligations 594,526,714.33 
Public Securities 43,390,111.93 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities 16,085,103.31 
Loans and Bills Purchased 515,626,317.08 
Items in Transit with Foreign Branches 1,396,608.60 
Credits Granted on Acceptances 19,650,057.51 
Bank Buildings 12,366,305.99 
Other Real Estate 668,604.40 
Real Estate Bonds and Mortgages 1,994,698.63 
Accrued Interest and Accounts Receivable 34,401,957.37 
$1,816,207,890.46 


LIABILITIES 
$ 90,000,000.00 
Surplus Fund . 170,000,000.00 
Undivided Profits = SCs—(‘<ié«~2'2,O010, 401.8899 
$ 272,010,401.89 
Dividend Payable July 1, 1938 2,700,000.00 
Miscellaneous Accounts Payable, Accrued Interest, 
| ie A EINE TT RE CE Ene 18,598,714.85 
Acceptances $36,067,808.31 
Less: Own Acceptances Held for 
Investment 16,417,750.80 
19,650,057.51 
Liability as Endorser on Acceptances 
and Foreign Bills 6,817,918.00 


Deposits $1,471,569,237.14 
Outstanding Checks 24,861,561.07 
1,496,430,798.21 
$1,816,207,890.46 


Securities carried at $10,215,505.11 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


(Member Federal Deposit Insurance Corporation) 





Analysis of Trust Investments 
A Well Rounded Method For Review of Holdings 


A. C. REGAN 
Assistant Secretary, First National Bank and Trust Company, Minneapolis, Minnesota 


NY scientific system for reaching 

the objective of proper supervision 
of trust securities from the standpoint 
of their intrinsic merit, should follow the 
plan of moving from the general to the 
specific, from three different angles: 


1. General Economic Trends 


2. The Various Industries or Geo- 
graphic Localities Concerned 


3. The Specific Issues 


The managing committee of the trust 
department or trust company should be 
asked from time to time to consider the 
general economic outlook and determine 
certain basic policies for the guidance of 
the men charged with supervision of the 
securities. Without these fundamental 
guides the management of investments 
becomes a hit or miss proposition which 
cannot possibly produce the kind of result 
required of trustees today. 

For example these basic principles 
should include the conclusions of the com- 
mittee on such matters as the outlook for 
interest rates, the effect which present 
government monetary policies and other 
activities are likely to have on general 
business and on specific industries, the 
outlook for commodity prices, the danger 
of inflation, etc. No intelligent decision 
to buy or to retain, or to sell any specific 
stock or bond can be made without, eith- 
er consciously or unconsciously, basing 
the decision upon these fundamental fac- 
tors. The job of a managing committee 
should be to point out these various 
trends. 


Constant Review Necessary 


Guidance having been obtained on 
these fundamentals, the next step should 
be to ask the committee to consider our 


From address before 1938 Convention of the 
American Institute of Banking at Louisville, Ky. 


holdings by types of industries or classes. 
To accomplish this it is essential that 
those charged with the supervision of 
trust securities have a list of their hold- 
ings classified according to type. 


The day when only the annual review 
of each account was sufficient has passed. 
Such a review is still necessary to insure 
the maintenance of proper relationship 
between the securities and the particular 
requirements of the specific account.. 
However, this must be supplemented by 
a system which will keep the investment 
men in constant touch with their hold- 
ings by classes or types so that new de- 
velopments can be considered promptly 
as they occur without waiting for the 
periodic review of the accounts. 


Developments are taking place every 
day in various industries which develop- 
ments will, three months, six months, or 
a year hence, reveal themselves in the 
financial statements of corporations and 
municipalities. These basic develop- 
ments do not, customarily, affect one par- 
ticular company but rather whole groups 
of companies. 

The men on the committee are busy 
with their own affairs and can give only 
a limited time to their committee work. 
We will get the most value out of them, 
therefore, if we will put them to work 
on these more general problems which 
their broad experience and many contacts 
best fit them to answer. 

The procedure which I have outlined 
permits the committee to tackle the se- 
curity holdings by groups. It might al- 
most be called the block system. If the 
security holdings have been carefully 
classified into their respective “groups” 
or “blocks”, it should be a relatively easy 
matter for the managing committee to 
keep in close touch with the entire port- 
folio. 
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In San Francisco. 


California’s oldest national bank offers the facilities of its 
Trust Department to act as Ancillary Administrator, Trans- 
fer Agent, Registrar, and in all other fiduciary capacities. 


Crocker First National Bank 


Keeping Minutes 


A tickler system should be set up to 
make sure that we get all the financial 
statements as they are published. The 
statement received, it should, of course, 
be promptly analyzed and then presented 
to the proper authorities for considera- 
tion. We have an internal committee, 
known as the Trust Investment and Re- 
view Committee, which considers these 
matters. In exceptional cases, where our 
holdings are very large or the internal 
committee is divided on what should be 
done, we refer the matter to our man- 
aging committee which we call our Trust 
Committee. 

I should also like to stress the im- 
portance of making adequate records 
of these committee actions. Com- 
plete minutes should be kept, but, if in 
addition, copies of these minutes as they 
pertain to the various individual issues 
are put in the financial statement folders 
for the respective corporation or muni- 
cipality we will in time build up a record 
there so that we can readily trace back 
all our actions and considerations of any 
particular investment. 


Five Checks 


The procedure outlined will materially 
speed up the review of accounts. How- 
ever, it cannot entirely supersede that 
function because the review of accounts 
covers certain phases of the problem not 
provided for in any other way. 

First of all, it will serve as a check 
to make sure that in our consideration of 
various industries and municipalities, 
and in the analysis of the financial state- 


of San Francisco 


ments as received, we have not overlooked 
some issue. 

Second, it will provide an opportunity 
to check the real estate, mortgages, and 
any miscellaneous items which may be 
in the various accounts. 

Third, it will give us an opportunity 
to study the securities not simply as in- 
vestments but as they relate to their re- 
spective accounts. For example, it 
should give us an opportunity to check 
the investments against the terms of the 
trust instruments. This is an extremely 
important thing for a trustee to do as it. 
is surprising how, over a period of years, 
the investment portfolios tend to stray 
away from the terms of the trust instru- 
ments. 

Fourth, it will provide us with an op- 
portunity to study the diversification of 
the securities in the account. 

Fifth, it permits us to check the tax 
features of the securities held in each 
account with the tax requirements of that 
account to determine whether or not we 
are taking advantage of all available op- 
portunities to keep the tax liabilities at. 
the minimum. 


Another Cleveland Bank Joins 
Escrow Agreement 


In the April issue of Trust Companies (p.. 
521) we carried an item relative the agree- 
ment reached with The Cleveland Trust. 
Company, in regard to handling of escrows. 
The Cleveland committee reports that, fol- 
lowing a conference with the Central Na- 
tional Bank of Cleveland, it has agreed to 
follow the agreement theretofore made with 
the Cleveland Trust Company. 





The Field for Escrow Service 


Procedure and Cautions of General Application 


D. M. CANNON 
Escrow Officer, Seattle-First National Bank, Seattle, Washington 


HE demand for escrow service in the 

handling of real estate transactions 
has grown so rapidly that it is fast be- 
coming the most popular method of hand- 
ling such business. Once a customer or 
client is acquainted with the methods 
of escrow procedure, he will always be 
a booster. 

Los Angeles was really the birthplace 
of the escrow business as we know it 
today, in relation to the handling of real 
estate transactions. Nearly every im- 
portant deal there is handled in this 
manner. 

As we use the term today, an escrow 
is simply the deposit by two or more 
people, of documents, funds or things 
with a third party, to be delivered on the 
happening of a certain contingency or 
event. 


Real Estate Transfers 


The most common type, a real proper- 
ty escrow, is to cover the time necessary 
to examine the title. In many cases 
there is an existing mortgage or lien, 
or some other encumbrance which must 
be satisfied of record before such evi- 
dence of title as called for may be ob- 
tained. 

The owner of a piece of property, hav- 
ing found a purchaser, often does not 
have sufficient funds to satisfy certain 
claims or encumbrances, and a part of 
the money deposited in escrow by the 
purchaser must be used for this pur- 
pose. No purchaser likes to part with 
his money unless he is reasonably cer- 
tain he is going to get what he con- 
tracted for. Likewise, the seller wants 
assurance that he will receive his money 
when he has fulfilled his part of the 
bargain. If a reliable and responsible 
escrow holder has been chosen, all par- 
ties know that their particular interests 
will be well taken care of. 


From address before 19388 Convention of Amer- 
ican Institute of Banking. 


Under our set up, escrows of this 
character are referred to as title escrows, 
and must be worked out through a title 
company. When it is apparent that the 
proposition submitted is one which 
should properly be handled in. its entirety 
by a title company, we do not hesitate 
to so suggest. By co-operating with a 
title company we can work out most any 
title escrow, but it usually means a dupli- 
cation of labor and expense which ordin- 
arily is unnecessary. 


Blue-Sky and Bulk Sales Services 


We also handle escrows covering the 
purchase and sale of stocks and bonds— 
property settlements in connection with 
divorce actions—Blue Sky Escrows— 
Bulk sales escrows, in fact almost any 
conceivable transaction can be worked 
out through an escrow. 


Because of the difference in laws in 
the several states, procedure in handling 
various kinds of escrows is not the same. 
Our Blue Sky Escrows originate through 
the office of the Secretary of State and 
the Director of Licenses of the State of 
Washington is a party to them. Under 
our Securities Act a company shall not 
sell, or offer for sale, any security of its 
own issue, until it shall have first applied 
for and secured from the Secretary of 
State a permit authorizing it to do so. 


The stock usually deposited in these 
Blue Sky Escrows is stock issued for 
promotion fees or expense and the Direc- 
tor of Licenses has ruled that such stock 
must be delivered in escrow to some 
bank or trust company approved by him. 
Further, it shall not be withdrawn from 
escrow until the issuing company is fully 
financed and earning substantial or reas- 
onable operating profits on all stock out- 
standing, including the escrowed stock. 

The Bulk Sales Law of the State of 
Washington provides that in a transac- 
tion involving the sale and purchase of 
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and/or fixtures of a business, a list 
of creditors of the vendor be filed with 
the County Auditor at least five days 
before the consumation of the sale. This 
statement of creditors is verified under 
oath and is indexed as a chattel mort- 
gage is indexed, the vendor being in- 
dexed as the mortgagor and the vendee 
being indexed as the mortgagee. 


We can perform a worthwhile service 
in these matters and the procedure is 
very simple. The owner of a business 
comes into the escrow department with 
his prospective purchaser and deposits 
an affidavit showing a list of his credit- 
ors, their addresses and the amounts due 
them, also a bill of sale covering the 
stock of goods, wares or merchandise 
and/or fixtures used in and about the 
business. At the same time, the purch- 
aser deposits the amount of money 
agreed upon. After the five day period 
had elapsed, the creditors would be paid 
the amounts due them by check, mailed 
to the address as shown in the affidavit 
and any balance of the funds deposited 
and then remaining in the hands of the 
escrow holder are payable to the seller 
and the bill of sale is delivered to the 
purchaser. If bills are presented within 
the five day period in excess of the funds 
deposited, all funds and documents are 
to be held for joint instructions from 
both parties. 


Acceptance Policies 


Perhaps not any two escrows are 
exactly alike; but from the viewpoint of 
the escrow holder there are certain fund- 
amental rules that apply to nearly all 
escrows. To an escrow clerk, each 
escrow is one of many, but try to make 
your customers feel that your interest in 
their escrow is as great as theirs. The 
escrow man should determine at once 
whether or not the escrow is necessary 
or desirable from the customer’s stand- 
point, also that it is one acceptable to 
the bank. Very often the fact is re- 


vealed that an escrow is not necessary, 
as some other department of the bank 
will be able to serve to better advantage 
and at less expense to the parties con- 
“cerned. 
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the stock of goods, wares or merchandise 









All sorts of impossible schemes and 
weird propositions are offered the bank 
under the guise of escrows and these of 
course must be rejected. Others must be 
refused when after discussion they are 
found to have some angle objectionable 
to the bank or that some unfair or illegal 
practice will be furthered by its accept- 
ance. 

You also come across many deals in 
which it is quite obvious that the par- 
ties are interested only in using the name 
of the bank to further their purposes. 
This is particularly true where securities 
of doubtful character are to be deposited 
in escrow and sold by the promoters of 
certain schemes to the general public. In 
most cases the public is led to believe 
that the bank is behind the proposition. 


Impartial Dealing 


In all negotiations pending the estab- 
lishment of the escrow, be sure to be 
impartial in your dealings with the in- 
terested parties. All discussion should 
be carried on freely in the presence of 
all parties concerned. There are times 
when this is not always entirely possible; 
however, it is a good policy, insofar as 
possible, to avoid any confidential in- 
structions other than to the degree re- 
quired by ordinary business practice. 

Do not permit one party to an escrow 
to mislead or deceive another party as to 
the exact situation in regard to it. In 
this respect the escrow man should be 
very careful not to go beyond the escrow 
itself into the deal in back of it. 


At the same time the escrow man 
should not hesitate to call attention to 
what appears to be an oversight, omis- 
sion, or mistake in any of the documents 
submitted to him. Frequently, in a real 
estate sale, a seal will be missing in an 
acknowledgement, a signature will be 
improperly affixed to a document, or 
there will be a discrepancy between the 
property description as it appears in the 
contract and as it appears in the deed. 


Instructions and Their Care 


One of the most common problems pre- 
sented in connection with the acceptance 
of an escrow arises when a customer 
calls at the escrow desk with a letter of 
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escrow instructions already prepared. 
These instructions may have been draf- 
ted by an attorney, a real estate agent, 
a notary public or perhaps the customer. 
In most cases the instructions offered 
are not in form satisfactory to the bank 
and must be rejected. 


Where instructions prepared outside 
were declined, the principal reason for 
their rejection was that certain respon- 
sibilities were imposed which could not 
be assumed by the bank. Each bank 
perhaps has their own escrow form 
which should always be used, if possible. 
If not, it is important to incorporate in 
the letter of instructions a saving clause 
which will give you proper protection. 
No change or alteration in any document 
should be permitted, nor should a docu- 
ment be withdrawn for any reason with- 
out the written consent of all parties 
affected. 

Before any party to the escrow leaves 
the escrow desk, he should be fully in- 
formed as to exactly what the fee is to 
be and who is to pay it. This should be 
incorporated in writing with the escrow 
instructions. In Seattle we operate un- 
der a schedule of fees adopted by the 
Seattle Association of Trust Men. This 
tends to keep the charges for this par- 
ticular service on a uniform basis. Cus- 
tomers soon realize that for the services 
rendered and the responsibilities assum- 
ed, the fee charged is a most reasonable 
one. 

A copy of the accepted instructions 
should be given to each party. The sten- 
ographer should at once index all names, 
also number and label the escrow file. 
In filing the escrow documents all nego- 
tiable securities should be entered on 
the books and deposited in the securities 
vault without delay. 

It is a good plan to designate your 
escrows as active, or inactive. An active 
escrow is one which must be referred 
to because of a payment or some other 
reason once a month or oftener. Others 
are considered inactive and are filed in 
the record vault. 

If an escrow is unusually involved or 
of such nature that it should have per- 
iodic checking, a duty card should be set 
up whereby at stated intervals the 
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escrow man will be reminded to refer 
to a certain account which requires par- 
ticular attention. As escrows are closed 


they should be filed in the vault pro- 
vided for closed business. 


Change in New York Legal List 


A severe change in the railroad bond is- 
sues legal for trust accounts and savings 
banks in New York State has been made. 
Issues aggregating $3,163,931,000 have been 
stricken from the list, according to a state- 
ment made by the State Banking Depart- 
ment. 

The total rail issues removed number 256, 
of which 230 amount to $3,134,547,000. The 
remaining twenty-six, amounting to $29,- 
384,000, were removed because the issues 
had matured. 

The Legislature’s revision of the railroad 
moratorium statute was considered the prin- 
cipal cause for the disqualification of the 
issues. The moratorium waived the re- 
quirement that bonds were eligible only 
when the carriers that issued them were 
able to earn their fixed charges at least 
one and one-half times in five of the six 
fiscal years preceding the investment, or in 
nine of ten preceding years if dividends were 
not paid on the capital stock equal to one- 
quarter of the fixed charges. 

In addition to the rail issues removed, 
sixteen municipal issues totaling $45,629,- 
000 and six public utility issues amounting 
to $66,759,000 were removed. 

The rail removals included obligations of 
more than 100 different issuing companies. 

Savings banks and trusts now holding 
these securities are not obliged to dispose 
of them immediately. The ruling does, how- 
ever, prohibit for the time being, the in- 
vestment of new funds in them. 
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HE Graduate School of Banking at 

Rutgers University completed its 
fourth resident session on July 1. The 
student enrollment for 1938 totaled 625. 
There were 129 who graduated this year 
and they represented 29 states, the Dis- 
trict of Columbia and Puerto Rico. 

The school requires a two year course 
with three resident sessions of two 
weeks each at Rutgers with 60 hours of 
classroom work at each session (a total 
of 180 hours for the three), plus addi- 
tional lectures every night and 23 
months of extension work at home. This 
is considerably more than the average 
university requires for a master’s de- 
gree, which in most cases is 180 hours 
of classroom work. 

The graduating class presented to Rut- 
gers University a gift of $750 to be ad- 
ded to the fund started by the class of 
1937. The money is to be used to es- 
tablish a financial library at the Uni- 
versity. 

Joseph E. Healy, president of the Cit- 
izens National Bank, Hampton, Va., was 


1988 Class at G. S. B. Completes Work 
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elected permanent president of the class 
of 1938, and Frank M. Dana, assistant 
personnel director and secretary of the 
operating committee of the Bank of 
America N. T. & S. A., San Francisco, 
was elected permanent secretary. 

Dr. William Mather Lewis was the 
commencement speaker. He made a plea 
for a broad educational foundation as the 
basis of culture and civilization. 

“If we are to surmount the problems 
which distress humanity, learned men in 
all fields must come out of their water- 
tight compartments of specialization and 
pool their knowledge and _ skill,” Dr. 
Lewis asserted. “Men, in whatever field, 
must be intellectually competent; they 
must know men as well as machines; 
they must forget professional jealousies 
and narrow lines of demarcation and 
unite their talents with those of other in- 
tellectual leaders for the welfare of man- 
kind. 

“It is possible that because we have 
substituted training for education in 
these years of rapid scientific develop- 
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ment,” he continued, “we have not kept 
pace with the machinery and organiza- 
tion we have created. Only upon sound 
conceptions of education can sound na- 
tional business conditions be built,” he 
declared. 

“It becomes increasingly evident,” he 
said, “that in our zeal for providing a 
considerable period of schooling for 
everyone not actually imbecile, we have 
neglected the intensive methods neces- 
sary to bring to the full realization of 
their opportunities those of exceptional 
mental ability. In education our whole 
system is geared for the average student. 
Our quantitative requirements, our 
seventy per cent passing grades are 
demonstration enough that whereas we 
are giving something to everyone, we are 
not giving the proper opportunities to 
the small group of intellectually compet- 
ent out of which must come, if they come 
at all, the great statesmen and engineers, 
the financiers, industrialists and labor 
leaders of the future. 

“When life was simple its problems 
could be mastered by simple minds. But 
whom today can we find to face the com- 
plicated, chaotic, tangled situation other 
than those whose thinking power has 
been developed to the highest degree? 

“Those of us who deal with youth 
have learned that we cannot render the 
best service to the individual students 
if we do not maintain the essential dis- 
ciplines. Rather than urge students to 
demand this or that, it is the business 
of education to prepare them for that 
sort of leadership which is attained only 
through ability, and that preparation 
will best be given to them by intelligent 
men who lead them in their formative 
period, who do not encourage a conten- 
tious but a cooperative spirit.” 


Loan Procedure on New 
Construction 


An entirely new approach to the stimula- 
tion of home building and the encourage- 
ment of topflight standards in construction 
to the detriment of jerry building is pre- 
sented by the Society of Residential Ap- 
praisers, Chicago, through the collaboration 
of its senior members and advisers from 
the savings and lvan association, architec- 
tural, engineering and Government agency 


fields. A guide book has been written, price 
$2.00, for safe and sane procedure in lend- 
ing money with which to build one-family 
homes. It proceeds on the plausible theory 
that the way to encourage most lenders to 
direct their funds into certain channels is 
to make safe the process of their doing it. 
A definite system from the time the appli- 
cant comes into the office until the last pay- 
ment is made is therefore suggested and it 
unfolds step by step in this bulletin. 

Preliminary procedure, as Part I is en- 
titled, tells how to weed out the unsatisfac- 
tory prospects at the start and thus save 
both the individual and the institution much 
time and trouble. Part II dives right into 
the standards by which a mortgage lender 
should judge the applicant’s plans and speci- 
fications. A typical set of adequate specifi- 
cations is outlined in the chapter. 

Part III, which tells how to close the loan, 
takes up some of the intricacies of safe- 
guarding all parties to the contract. Special 
surveys are specified, such as the lien sur- 
vey to be sure that no material has been 
delivered to the site and no excavation start- 
ed before the first mortgage is executed. A 
stake survey is recommended to make sure 
the contractor is building within the right 
lot without violating any restrictions as to 
legal grade of the street and setback pro- 
visions as to both front and side lot lines. 
A final survey, an encroachment survey, to 
determine that construction has been start- 
ed on the right lot, is listed as part of the 
loan closing. 


Statistics of Income 


It is interesting to note that among 
the “sources of income”, reported in the 
recent release of statistics of income for 
1936, “income from fiduciaries has in- 
creased from $328,978,000 in 1935 to 
$826,184,000 in 1936, but the report ex- 
plains: 

“For both 1935 and 1936 ‘income from 
fiduciaries’ includes net capital gain 


’ or loss allowed fiduciaries upon sale of 


capital assets, but excludes taxable in- 
terest on obligations of the United 
States received by these entities. In 
1936 all dividends received by fiducia- 
ries are included in ‘income from fidu- 
ciaries’, whereas in 1935, dividends on 
stock of domestic corporations subject 
to taxation under Title I of the effective 
revenue act were excluded from this 
item.” 





Trust Operating Economies 


Practical Suggestions for Increasing Net Earnings Ratio 


Results of Nation-wide Survey Conducted by Trust Companies 
Part Three: Most Expensive Procedures Which Can Be Eliminated 


YT IS significant to note that the re- 

quirement of amortization of bond 
premiums is the most frequently men- 
tioned reply to the question, what is “the 
most expensive procedure which could 
be eliminated or reduced by simplifica- 
tion of trust instrument, legal require- 
ments or discrimination in accepting ac- 
counts.” One Midwestern institution 
states: 


“Accounting could be reduced by prop- 
er terminology in the trust instrument 
in respect of amortization particularly in 
the case of sales. We would like to es- 
tablish a practice to relieve us from the 
burden of making complicated adjust- 
ments which under the rule of law arise 
upon calls and sales. The amounts in- 
volved usually are not substantial. We 
favor a plan whereby the amortization 
credit should be left as it is when bonds 
are called or sold.” 


Another bank recommends the adop- 
tion of legislation covering this subject. 

A similar difficulty which could easily 
be removed through a provision in the 
trust instrument arises out of the decla- 
ration of stock dividends. An Eastern 
trust company feels that there should be 
a direction that dividends paid in stock 
whether or not received in stock of the 
declaring corporation are to represent 
principal—or income (as the trustor or 
testator desires) with no apportionment 
or allocation necessary between life ten- 
ant and remainderman. This same fidu- 
ciary advocates that: 


“All dividends (other than those of a 
liquidating nature), bond and mortgage 
interest, rentals, etc. received after the 
date of death or the creation of the trust, 
regardless of the dates of declaration, 
accrual or payment dates, should consti- 
tute income of the estate or trust with 
no apportionment necessary between 
principal or income.” 


The law reports of the past decade are 
replete with cases involving the question 
of apportionment of proceeds from fore- 
closed mortgages, the Nirdlinger estate 
in Pennsylvania (the latest decision in 
which is found in this issue) being an 
outstanding example, so that it is sur- 
prising that only one other institution 
refers to the desirability of setting 
forth in the instrument a simple formula 
for salvage operations. 


Uniform Acts Recommended 


T IS noteworthy that all the problems 

thus far discussed are treated in the 
Uniform Principal and Income Act. Ex- 
periences under this Act in the few jur- 
isdictions in which it has been adopted, 
especially in Oregon, prove, according 
to direct advices, that it provides satis- 
factory solutions to the major problems 
in this field. An interesting comment 
comes from a Central institution: 


“The most expensive procedure which 
could be eliminated or reduced would be 
the correction of the great lack of uni- 
formity in provisions of trust instru- 
ments of the same type. This can only 
be solved by thorough revision of trust 
statutes in the various states and the 
adoption of the Uniform Acts recom- 
mended by the Committee on Fiduciary 
Legislation of the Trust Division and the 
National Conference of Commissioners 
on Uniform State Laws. The Legisla- 
tures of the various states will never act 
on these proposed Acts unless the trust 
men use every effort to put them 
through.” 


Along the same line is the observa- 
tion of an Eastern trust official: 


“One of the things that must come 
over the personal trust business is a 
great move to simplify this business, and 
the way to tackle that is to urge and 
hasten the drafting and enactment of 
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codified or standard laws. These stat- 
utes are just as important to the trust 
business as the Negotiable Instruments 
Law was to the commercial banking busi- 
ness, and in this connection I would cite 
the Uniform Principal and Income Act, 
the Uniform Trust Act and the need for 
a Uniform Surrogate’s Court or Court 
of Probate Act.” 


Inadequate or Confusing Powers 


AILURE of the trust to grant cer- 

tain powers is a common cause of 
difficulties, embarrassment and unneces- 
sary expenses which could be rectified or 
mitigated. While apparently this lies 
within the province of the drafting at- 
torney to correct, the blame in the final 
analysis often rests with the corporate 
fiduciary for neglecting to “educate” 
them as to the troublesome problems 
which arise in the administration of 
estates and trusts. Witness, for example, 
the experience of a progressive South- 
ern trust company: 


“We have gotten up and sent out to 
each attorney a booklet entitled “Practi- 
cal Suggestions for Drawing Wills,” in 
which we set out the importance of all 
the various powers which we need, and 
under each suggestion we give a sample 
clause to be used. We have only one 
suggestion on each page, and the book- 
let is gotten up in loose leaf form so that 
we can make changes in the event we 
wish to do so. We have noticed a gen- 
eral improvement in the wills which have 
been drawn since we sent this booklet 
out to the attorneys.” 


Mentioned among the powers often 
overlooked are powers of sale where 
minor heirs are involved, and the power 
to make a lease extending beyond the 
term of the trust. 


Repetitious Accountings and Statements 


REQUENT court accountings and 

rendition of statements to beneficia- 
ries constituted another source of un- 
necessary expense and trouble. It is sug- 
gested that this difficulty could be re- 
moved by a proper provision in the in- 
strument. A pointed reply comes from 
a Pacific Coast trust man: 


“If trust instruments are drawn with 
simplification of administration in mind, 
it will aid the general routine of the de- 
partment. By that I mean (among other 
things) providing for periodical charges 
and statements at less frequent inter- 
vals.” 


As to the proper interval between 
such statements, an Eastern institution 
has this to say: 


“Perhaps the one feature of trust ad- 
ministrative policy which has not re- 
ceived proper attention as to expense is 
the payment of income to beneficiaries, 
and statements. Too frequent payments 
and too many statements add consider- 
ably to the operating expense of an ac- 
count. There is seldom any need for is- 
suing statements, except income state- 
ments, oftener than annually, or making 
payments of income oftener than quar- 
terly.” 


A Western bank has established “the 
practice of less frequent hearings on 
court accounts depending upon the size 
and circumstances of such accounts,” 
while a Midwestern trust company feels 
that accounting procedure could be sim- 
plified if the court would accept a 
“chronological statement of receipts and 
disbursement by assets.” 


Facilitating Investment Management 


NVESTMENTS naturally presented 

their difficulties. For example, in 
the situation where investment counsel 
is required by the terms of the instru- 
ment, a Pacific Coast institution sug- 
gests that there be inserted a clause 
relieving the trustee of liability for fol- 
lowing the directions of such counsel. 
Where, too, there are shares of stock in 
a close corporation in which the trustor 
continues to be active, it is recommended 
that the trustee’s duties with respect to 
such shares be suspended during the 
lifetime of the trustor. More pointed is 
the advice of a bank in one of the Cen- 
tral states: 


“Eliminate outside committees of one 
or more persons who have the right of 
veto on purchases or sales of securities. 
The appointment of such a committee 
has become a rather popular nuisance in 
our community.” 
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The desirability of the privilege of 
registering securities in the name of a 


nominee, as expressed by an Eastern 


trust company, is interesting in view of 
the recent New York case of Estate of 
Harris which held that such procedure 
is improper even if authorized by the in- 
strument. The advantages of speed, 
simplicity and decreased expense would 
seem to outweigh any possible dangers 
inherent in the practice. 


In this connection it should be noted 
that one institution urged the simplifica- 
tion and standardization of stock trans- 
fer requirements as a means of reducing 
costs. 


A Southwestern trust officer writes 
that the absence of a legal list in his 
state “from which a trustee must invest 
its funds has resulted in a saving.” 


Co-Fiduciary Complications 


LIMINATION of co-trustees and co- 

executors wherever possible, unless 
they agree that the corporate fiduciary 
shall receive a full commission, is sug- 
gested in several instances. It is con- 
ceded, however, that the bank is to have 
full responsibility as well as authority. 
A Canadian trust company states: 


“As a general rule, our trust instru- 
ments offer no difficulties which are not 
directly connected with the cost of ad- 
ministration, except in the cases where 
we are required to act with several co- 
executors or co-trustees.” 


As a substitute for a co-fiduciary, a 
Pacific Coast trust man recommends: 
“. . . instead of using a co-trustee, if 
they (testators and trustors) desire to 
utilize the advice of a certain person or 
as is frequently the case, to educate a 
widow or son in the matter of invest- 
ments at the expense of the trustee, to 
simply provide in the document that the 
trustee advise with the person to be 
named on all matters of investments or 
sales and to indicate in case of differ- 
ence of opinion whether the trustee’s or 
the advisor’s decision shall be controll- 
ing.” 


In the matter of co-executorships and 
co-administratorships, one bank sug- 
gests the elimination of joint boxes. 
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New Business Acceptance Standards 


ANY replies contain the categor- 

ical statement that increased dis- 

crimination should be employed in ac- 

cepting new business. Some, however, 

mention specific tests. A New England 
trust institution declares: 


“Care should be exercised in the ac- 
ceptance of accounts which may have 
complicated family situations which re- 
quire a great deal of time and in many 
instances may result in liability to the 
trust department. I have reference to 
co-trusteeships and co-executorships and 
revocable trusts where those with whom 
we are closely associated wish to run the 
account.” 


Another bank believes in analyzing a 
proferred account before quoting fees, 
thus enabling it to charge for any un- 
usual or extraordinary duties and func- 
tions. An Eastern institution puts it 
this way: 


(Continued on page 78) 
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Uniform Common Trust Fund Act 


Proposed Draft Submitted to National Conference of Commissioners 
on Uniform State Laws 


The Committee engaged in drafting the Act set forth below expresses, 
in its report to the Conference in Cleveland this month, the opinion that it is 
“more effective to present a short simple enabling statute and to rely ex- 
clusively on the Federal Reserve Board Regulations for the control of the 


details.” 


Chairman George G. Bogert declares that “it would probably be 


unconstitutional for a state statute to enact that state banks and trust 
companies could establish common trust funds that complied with the 
regulations now or hereafter issued by the Federal Reserve Board, since 


this would be a delegation of legislative power.” 


The chairman invites 


suggestions regarding improvement of the Act.—Editor’s Note. 


SECTION 1. (Establishment of Common 
Trust Funds.) Any bank or trust com- 
pany qualified to act as fiduciary in this 
state may establish one or more com- 
mon trust funds for the purpose of furn- 
ishing investments to itself as fiduciary, 
or to itself and another, or others, as 
co-fiduciaries; and may, as such fiduciary 
or co-fiduciary, invest funds which it 
lawfully holds for investment in inter- 
ests in such common trust fund or funds, 
if such investment is not prohibited by 
the instrument, judgment, decree, or 
order creating such fiduciary relation- 
ship or by an amendment thereof, and 
if, in the case of co-fiduciaries, the bank 
or trust company procures the consent 
of its co-fiduciary or co-fiduciaries to 
such investment. 


SECTION 2. (Court Accountings). 
Unless ordered by a court of competent 
jurisdiction the bank or trust company 
operating such common trust fund or 
funds shall not be required to render a 
court accounting with regard to such 
fund or funds. 

SECTION 3. (Uniformity of Interpreta- 
tion.) (Usual Clause). 

SECTION 4. (Short Title). This Act 
may be cited as the Uniform Common 
Trust Fund Act. 

SECTION 5. (Severability). 
Clause). 

SECTION 6. (Repeal). (Usual Clause). 

SECTION 7. (Time of Taking Effect.) 
This Act shall take effect ( ) and 
shall apply to fiduciary relationships then 
in existence or thereafter established. 


(Usual 
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Other Uniform Acts Considered 


In addition to the Common Trust 
Fund Act set out above, the Conference 
considered various other Acts of inter- 
est to fiduciaries, principally one on 
Uniform Execution of Wills. The com- 
mittee charged with drafting this Act, 
headed by William B. Luther, has recog- 
nized the amazing variety of details 
throughout the country but has shown 
its preferences. 

Features of this First Draft are: 
a definition of “presence” (with refer- 
ence to signing in presence of testator 
or witnesses), not to be found in any 
existing statutes; establishment of 18 
years as the minimum age for all testa- 
tors and witnesses; enumeration of in- 
stances not classifying a witness as in- 
terested; requirement of two witnesses; 
conditions for nuncupative and holo- 
graphic wills (both of which types be- 
ing ineffective to revoke or change an 
existing will properly executed); and 
recognition of foreign execution. 

Other Acts discussed included Ab- 
sentee’s Property Act, an Act Providing 
for Disposition where Two or More 
Persons Perish Under Such Circum- 
stances that There is No Evidence of 
the Relative Times of Their Death, Uni- 
form Ancillary Administration Act, and 
an Act Concerning Release and Substi- 
tution of Sureties in Fiduciary Bonds. 

Since all of these drafts were dis- 
cussed as this issue was going to press, 
a report on action taken by the Confer- 
ence must be deferred until next month. 
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The Banker’s Part In Corporate Fiduciary Service 


W. R. BIMSON 
President, Valley National Bank, Phoenix, Arizona 


HUNDRED years ago, it would not 

be taken for granted, as it is today, 
that there need be a close and intimate 
relationship between the banker and fidu- 
ciary services. For at that time, the 
banker, if he served at all in a fiduciary 
capacity, did so as an individual and not 
as a banker, and served personally, not 
as part of a corporation set up to per- 
form fiduciary services. 


The corporate fiduciary has come into 
being in response to a public need and 
demand. That this need was real and 
great is shown by the ever rapidly in- 
creasing use of corporate fiduciary ser- 
vice by the public. 

There is no way of telling how many 
thousands of estates have passed through 
these institutions or how many billion 
of dollars in values have been admin- 
istered by them. But we do know that 
through this long period of useful ser- 
vice, there have been practically no loss- 
es due to the default or dishonesty of 
bank officers and employees, or through 
the failure of banking institutions itself 
—a record which we bankers, not directly 
connected with fiduciary functions, view 
with envious eyes and contrite hearts. 


We have come to a place where the 
Bank officer and the Trust officer may 
stand side by side and none but the keen- 
est observer could tell them apart. The 
more frequent association with the legal 
profession may have lent a somewhat ju- 
dicial dignity to the typical trust man, 
and from his tongue, with more famil- 
iarity, falls the Latin phraseology of 
Law. And many a discerning citizen 
may think he sees a more humane and 
sympathetic cast to the eye than is us- 
ually to be found in the crystal optic of 
the sober-faced bank officer. But to the 
casual gaze, at any rate, there is little 
to distinguish between them. 


From address before Corporate Fiduciaries Assn. 
of Phoenix. 
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My knowledge of trust functions is 
typical, I presume, of a man who has, 
during twenty-five years of banking ex- 
perience been constantly associated with, 
but never directly engaged in, fiduciary 
services. 


Small Trust Problems 


There are, I believe, some peculiar and 
perplexing problems in corporate fidu- 
ciary work in a community of this size 
and in the institutions which we repre- 
sent. First, in the difficulty of handling 
small trusts. Second, is the difficulty 
of making a profit out of the type and 
volume of trusts we have here. In trust 
work there is no relation between the 
cost of putting business on our books 
and maintaining it there, and the size of 
the business. It takes almost exactly as 
much work to handle a small estate as a 
large one. But the difficulty of handling 
a small estate safely, with proper diver- 
sification of risk in the investment of 
funds in that estate, is infinitely greater 
in the small than in the larger estate. 
And there is no possibility of levying 
fees and charges commensurate with that 
greater difficulty. 

By the very nature of our responsi- 
bility, there is no way of dodging the 
necessity of careful and complete study 
and handling and personal contact of 
every account on the trust department 
books. You may mechanize your ac- 
counting, you may routinize your clerical 
and reporting operations, but you cannot 
routinize or mechanize your treatment of 
the many necessary personal contacts, 
upon which almost solely are based hu- 
mane and sympathetic service to your 
clients. You may measure your fee by 
the size of your customer’s estate, but 
you cannot measure the importance of a 
father’s deep concern over the future 
welfare of his beloved family by any 
such standard. You may have a list of 
approved bonds, mortgages, and stocks 






























on your desk, but the rating in Moody’s 
Manual is no defense against a default 
that because of lack of proper diversifi- 
cation, endangers one-fourth of the prin- 
cipal of a small estate, upon which de- 
pends the food and shelter of a helpless 
family. 









= A Useless Limitation 


We need, almost desperately, some 
form of common trust from which our 
small estates can obtain greater diversity 
and safety for their funds. The recent 
new ruling is uselessly limited in scope 
and hopelessly entangled in intricate pro- 
visions that nullify the good purpose it 
was meant to serve. We need release 
from certain restraining laws that now 
remove from our use certain types of in- 
vestment trust securities. Yet, in spite 
of the difficulties, we cannot withhold the 
services of the corporate fiduciary from 
our communities. For our services are 
needed desperately by the thousands of 
people who are bewildered by the prob- 
lem of conserving their estates and pro- 
viding for their families’ future welfare. 


I am convinced that the answer to the 
problem of profit upon your time and 
effort lies almost solely in volume. I 
might point out that here is a problem 
for your brother banker in other depart- 
ments of your institution to help you 
solve. For the trust department has 
something to offer to nearly every cus- 
tomer of your bank. 


Life insurance trusts are coming more 
and more into vogue, but living trusts 
are still little used. How many men, 
who are able money makers, have not the 
time or knowledge to conserve the money 
they make. How much better off many 
of them would be if they devoted their 
time solely to making money and left the 
conserving and investing of it to a com- 
petent Trustee. We would probably all 
be surprised and chagrined if we knew 
how many of our customers do not even 
know we have a trust department. Here, 
bank officers, and lawyers too, may be of 
great service to the trust department of 
our banks, in recommending and solicit- 
ing trust services. 


The problem of investing the money 
left in our hands in such a way as to 
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safeguard the principal of our invest- 
ments and to maintain a steady and ade- 
quate income for the benefit of those 
dependent upon us differs considerably 
from the problem involved in the invest- 
ment of the banks’ own funds. The bank 
must think, first of all, of the liquidity 
of its investments and other considera- 
tions are subordinated to this. The trust 
man’s chief problem arises out of the 
long-term duration of his contract, run- 
ning through this generation and the 
next. 

The standard investments for trust 
funds have been, for two generations, 
mortgages and bonds. With the compe- 
tition from Government Agencies, mort- 
gages other than F.H.A. mortgages are 
becoming more and more impossible to 
obtain, and those that are available are 
at sharply lower rates. Trust companies 
will be more and more forced into the 
purchase of the F.H.A. mortgage. And 


this, in my opinion, offers the prime se- 
curity in the mortgage investment field. 
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As for bonds, what is a trust grade of 
bond in these days? . Prices fluctuate so 
sharply in even the highest grade secur- 
ities that there is no more peace for the 
worried trust investment officer. What 
new forces will enter into the economic, 
industrial, political picture to undermine 
the soundness of another type of business 
activity which today ranks high in the 
investment scale? 

Here is another example of the type 
of problem that adds grey hairs to the 
head of the trust investment officer: Sup- 
pose you were buying today a Govern- 
ment Bond of medium maturity, say the 
2%’s of 1945. At their present yield 
price of 2.05, they would cost you 103.7. 
Suppose, through any one of several con- 
tributing causes, the rates for prime in- 
vestments were to increase to 3% to 
312% and then to 4%. On a yield basis 
of 3% these same bonds bought at 103.7 
would decline to 96.31. On a 344% basis, 
the price would be 94.1 and at 4%, the 
decline would be to 91.7 or a total decline 
of 12 points. Even the primest invest- 
ment may show a substantial paper loss 
in the violent swing of the business pen- 
dulum. 

And if you followed as wise a coun- 
sellor as Professor Sprague, who recently 
advised you in Trust Companies Maga- 
zine to buy good stocks for your trust 
funds, instead of all bonds, you probably 
have had some pensive moments perus- 
ing the recordings of the New York 
Stock Exchange. Or, perhaps, you have 
placed your faith in some good invest- 
ment service and have begun to wonder 
just what is the basis of their ratings, 
when you notice that a bond selling at 80 
is usually a Bl-, while that same bond, 
. the moment it moves into the high 90’s 
has its whole character changed with a 
shining new A in Standard Statistics. 

Something near the correct approach 
will come only through much burning of 
the midnight oil, much work and study 
and wide contacts, enlightened only by a 
deep-rooted sense of responsibility to 
your task. You, who are directly respon- 
sible for the fiduciary function of your 
bank, must share that responsibility with 
your fellow workers in other depart- 
ments and the director of the bank. 


Trust Operating Economies 


(Continued from page 73) 


“(We must) instill again and again 
upon the minds of trustmen the neces- 
sity for realizing that in order to con- 
duct trust business profitably they must 
have standards of service which are def- 
initely limited. They cannot ptfomise 
everything and say yes to every request 
from the customer for any number of 
statements or views or service of any na- 
ture without saying to the customer, 
‘Yes, we can do that but our regulations 
are so and so and if you want additional 
service, we shall be very glad to afford 
it but it will cost you so much.’” 


A Southeastern institution has in re- 
cent years utilized “a very careful rou- 
tine in accepting no business that was 
not definitely profitable or at least re- 
quiring that it appear to be profitable 
before acceptance.” Similarly, a South- 
western bank has “in the past year” 
scrutinized new business to meet the test 
of profitability. 


Small Trusts 


S WAS to be expected, several trust 

_ companies mentioned that they re- 
fused small trusts. One Middle Atlantic 
bank, however, accepts small accounts 
but charges a minimum fee. One New 
England trust company has resigned 
from many small trusteeships after anal- 
ysis by a committee, or closed them out 
after consultation with the ‘trustor. 


Two institutions expect that the use 
of a common trust fund will reduce to 
a large extent the expenses in handling 
small trusts. 


Two points, not susceptible of classi- 
fication, remain. A Southern trust com- 
pany urges the greater use, at the ex- 
pense of the individual trust, of attor- 
neys and other agents for the prepara- 
tion of documents and handling tax dis- 
putes with the Bureau of Internal Rev- 
enue. An Eastern trust man considers 
the discretionary payment of principal 
as the most expensive procedure which 
could be eliminated through drafting, 
but he feels that “trust companies should 
be prepared to render this service.” 





Illinois Schedule of Trust Fees 


Minimum Charges, Full Co-Fiduciary Fees and Real Estate 
Distinctions Featured 


NALYSIS of the recommended 

Schedule of Fees for trust services, 
recently adopted by the Trust Division 
of the Illinois Bankers Association, re- 
veals several outstanding features which 
mark this as one of the most realistic 
and adaptable schedules yet developed 
giving practical consideration to cost 
factors. Recognizing that conditions 
throughout the state differ, the Commit- 
tee on Trust Fees, headed by M. B. Stine 
of the First National Bank of Danville, 
has set forth minimum fees for the var- 
ious services, but suggests at the same 
time that where all the institutions of a 
community or locality are confronted 
with factors rendering this schedule in- 
equitable, they may adopt uniform modi- 
fications. 

Among the noteworthy aspects of the 
schedule is the almost complete elimin- 
ation of fee computation on the basis of 
income earned since it bears “little rela- 
tionship to the amount of work required 
in servicing trust assets.” Emphasis is 
placed upon advising customers to con- 
sider the allocation of fees between life 
tenant and remainderman. 

Two recommendations with respect to 
co-fiduciary relationships are of interest: 
(1) fees are to be the same as for acting 
as sole fiduciary, and (2) the bank is to 
have custody of all securities and cash. 

The final feature to be noted is that a 
separate schedule is provided which rec- 
ognizes the distinctive features of hand- 
ling real estate assets. Under agency 
accounts, testamentary and living trus- 
teeships, as under straight real estate 
management accounts, the charges are 
the same where such assets are con- 
cerned. 


Real Estate Management Schedule 


“6% of gross annual rental on busi- 
ness properties, 742% on apartments 
and 10% on individual residences. 
Minimum $2.00 per month per parcel. 
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“714% of the annual gross income 
of the owner, or 75c per acre which- 
ever is more, and 60c per acre in ac- 
counts having 1000 acres or over, the 
acreage in these computations to be 
limited to the productive acres of each 
farm, whether used for pasturage or 
crops, but not excluding land occupied 
by house, barn or other improvements. 

“Acceptance and closing fees based 
on time involved. 

“Extra charges for management of 
real estate. 4% of gross annual ren- 
tal for long term leases. Reasonable - 
annual fee for management of unim- 
proved real estate. 

“No charges shall be made on dis- 
bursements for ordinary repairs or 
insurance. But in the event of un- 
usual or extraordinary alterations or 
repairs, adjustments of substantial 
fire loss insurance, rebuilding pro- 
grams etc., an additional reasonable 
charge shall be levied depending on 
the duties and responsibilities in- 
volved. 

“A reasonable minimum annual fee 
shall be levied for unoccupied prop- 
erty. 

“Sales: Charge rates approved by 
local real estate board. If a broker 
is employed and commission paid 
charge % of the amount of the 
broker’s commission.” 


Testamentary and Contractual Trusts 


For testamentary and living trusts, 
the following fees are established: 

Acceptance: No fee is to be charged 
when the corporate fiduciary is the exe- 
cutor under the will or the original trus- 
tee under agreement. When the bank 
is not executor or is successor trustee, 
an acceptance fee may be charged based 
on the fair value of securities and real 
estate received in trust. 

Annual Fee: Personal Property: Min- 
imum of $25. 
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Nothing to Sell 
but Service 


The oldest trust company in Maryland 
—which has always specialized in the 
management of estates exclusively— 
renders the highest possible degree of 


service in every trust capacity. 


Sate Deposit 


(and Pres Go. 


~OF BALTIMORE —~ J 


Capital $2,000,000 Surplus $4,276,497 


GEORGE C. CUTLER, President 


The fee shall be based on the fair value 
of the securities on the following grad- 


uated scale basis: 
Mort- 


gages 


Stocks & 
Bonds 

On first $50,000 of 
principal 1% of 1% 
On next $50,000 %of1% %4 of 1% 
On all over $100,000 %4,0f1% %4 0f 1% 
Note: On trust of $250,000 or over it 
is optional to reduce charges on first 
$100,000 of stocks and bonds to 14 of 1%. 


Annual Fee; Real Estate: See above. 

Extra Charges: An extra charge 
should be made for duties out of the 
ordinary, including: 

(a) Management of controlling inter- 
est in a corporation or other business, or 
management of less than a controlling 
interest in a corporation or other busi- 
ness, where active intervention in man- 
agement is imposed on the trustee. 

(b) Determination of inheritance 
taxes and federal estate taxes or other 
taxes for which the trustee has not pre- 
viously received compensation. 


34 of 1% 


(c) Litigation. 

(d) For any services in addition to 
the above, charge a reasonable additional 
compensation, plus the amount of any 
incidental expenses incurred. 


Distribution Charge: Personal prop- 
erty and real estate one-fourth of 1% 
of the principal amount, with a minimum 
fee of $25. 

A special provision applicable to living 
trusts only is as follows: 

(a) In the case of revocation of trust 
in whole or in part and return of proper- 
ty to donor, % of distribution charge, 
except in case annual fee falls under pro- 
visions of (b) herein, then charge 1/3 
of distribution fee. 

(b) During the lifetime of the maker 
of the trust, on holding of stock valued 
at $50,000 or over in a company in the 
management of which the maker actively 
participates, where responsibility for re- 
tention of holding is entirely with maker 
or substitute, optional to charge 1/3 of 
full regular fee. 


Fees for Insurance Trusts 


Where the bank acts as trustee under 
an unfunded life insurance trust agree- 
ment, there is a minimum acceptance fee 
of $10 but no annual charge nor charge 
for collection of insurance if proceeds are 
left in trust, otherwise %4 of 1%. In the 
event the trust is revoked prior to death 
of insured a reasonable amount should 
be charged depending on the number of 
years the trust has been in effect, with 
a minimum of $25. In the event pro- 
ceeds of the policy are collected and ad- 
ministered upon then the charges are 
the same as under testamentary trus- 
teeships. 


Under a funded insurance trust, a 
similar acceptance fee is provided and 
an annual fee similar to that for admin- 
istering personal property under testa- 
mentary and living trusts. There is no 
charge for paying insurance premiums. 

(In the same booklet containing the 
schedule of fees, is included also a 
statement of good business practice for 
members of the Trust Division relative 
to the legal aspects of their relationships. 
with the public and attorneys). 





Developing Trust New Business 


Valuable Aids To Trust New Business Men 


CHARLES E. WOOD, JR. 
Assistant Trust Officer of the Wachovia Bank and Trust Company, Winston-Salem, N. C. 


IMPLICITY, brevity and clarity are 
first principles in the successful in- 
terpretation of any subject. 

Those of us who have been engaged in 
trust business for fifteen years, or long- 
er, have seen the pendulum of opinion 
on the new business factor swing back 
and forth from one extreme to the other. 
At one extreme were those who consid- 
ered it unnecessary or, perhaps, inadvis- 
able to employ new business men; at the 
other extreme were those who visualized 
trust service as a commodity to be mar- 
keted by the same methods as those which 
characterized the sale of any article of 
commerce. 

Experience has demonstrated that the 
true meridian of thought and procedure 
lies somewhere between these two ex- 
tremes. Every trust department must 
decide whether it will wait for business 
to make a beaten path to its door—or will 
try to speed up the process of growth and 
development by going after business. 

New business is the grist from which 
the trust department’s staff of life is 
ground. Providing the necessary supply 
of quality grist for the trust department 
mill to grind is a matter of vital concern 
to every trust man—to the man engaged 
in administrative work as well as the 
new business man. 


What Trust Service Is 


Trust service is not a commodity. It 
is a relationship which is founded upon 
faith and confidence—faith in the inte- 
grity of a trust institution and confi- 
dence in its ability and efficiency. Po- 
tential users of trust service are not born 


From address before National Convention of 
A. I. B. June 1938. 


with that faith and confidence which may 
ripen into a trust relationship; neither 
do they acquire faith and confidence in 
trust service of their own free will and 
accord. On the contrary, trust service 
must be interpreted to them. They need 
the trust new business man to interpret 
trust service—not as an abstract idea but * 
as a thing of concrete usefulness—and to 
show them how the trust institution can 
help them to solve their problems and to 
accomplish their desired objectives. These 
objectives are usually the conservation 
and management of property and its ef- 
fective translation into the economic well- 
being of the property owners’ loved ones. 

Manifestly, the proper interpretation 
of trust service and its adaptation to 
specific needs are the work of an adviser 
rather than a salesman. But salesman- 
ship is an ingredient of success in every 
field of human endeavor, and trust busi- 
ness is no exception in that respect. The 
minister urges a better way of life and 
undertakes to persuade its adoption; the 
lawyer pleads his client’s case before a 
jury; the physician advocates ways and 
means of safeguarding and improving 
health. The banker preaches thrift, the 
prudent. use of credit, and the merits of 
financial independence to be had through 
following a system of sound economics. 
They all make use of the art of salesman- 
ship. 


Qualifications For New Business Man 


The job of a trust new business man 
requires that he possess knowledge of all 
that goes on within his trust department 
in the performance of its services, and 
that he have the ability to translate tech- 
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nical knowledge into simple language and 
usable information; that he know a trust 
prospect when he sees one; that he be 
able to enlist the cooperation of others 
in discovering real prospects and in mak- 
ing contacts with them. 

The selection of prospects is important, 
since trust service itself is selective. The 
new business man is interested in dis- 
covering those who need the services of 
his trust department and whose estates 
and trusts it can settle and administer 
with credit to the institution and satis- 
faction to the beneficiaries. Where does 
he find such prospects and how does he 
establish contacts with them? 


Look In Your Own Back Yard 


The most fertile source of desirable 
prospects is within the bank itself. Sure- 
ly the bank’s own officers and directors 
must first demonstrate their faith and 
confidence in the trust department before 
they can reasonably expect others to do 
so; therefore, they constitute the heart 
of a good prospect list. Depositors, bor- 
rowers, and other customers of the 
banking department, beneficiaries of es- 
tates and trusts which are now being ad- 
ministered by the trust department, 
friends and associates of persons who 
have already appointed the institution in 
some fiduciary capacity,—all are a part 
of that fertile source within the bank. 
The new business man will be justified 
in going outside the institution in his 
search for desirable prospects; but not 
before he shall have seen to the welfare 
of his own household should he go forth 
among strangers and seek trust business. 


Needless to say, close cooperation with 
the advertising department of the insti- 
tution is an essential part of the formula 
for the discovery and cultivation of pro- 
spects. Advertising is the new business 
man’s advance agent; it endeavors to 
clear the way for him in order to facili- 
tate the creation and enhancement of 
good will and the conversion of good will 
into trust business. 


Importance of First Impression 


Making contact with the prospect is 
the next link of the chain in the process 
of establishing the trust relationship. 
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First impressions are lasting impressions 
in the minds of most people. Since the 
creation of a trust relationship usually 
requires a series of interviews and con- 
ferences, the initial contact is significant. 
It must lay a sound foundation for all the 
subsequent negotiations which are neces- 
sary to the accomplishment of the desired 
end. 

In most instances some officer or direc- 
tor of the bank or trust company is per- 
sonally acquainted with and enjoys the 
confidence of the prospect. That officer 
or director is the logical person to intro- 
duce the subject of,trust service to the 
man whose business is desired, and the 
new business man should by all means 
harness that officer’s or director’s poten- 
tial usefulness by getting him to suggest 
to the prospect the advisability of his 
talking with some officer of the trust de- 
partment and making an appointment for 
that purpose. This method of breaking 
the ice can do much to get the negotia- 
tions started off on the right foot and 
conserve the time of both the prospect 
and the new business man. They will re- 
quire less time to be spent in getting ac- 
quainted; the thawing-out process will 
consume less of their energy; they will 
be able to proceed more readily to the 
discovery of what the prospect needs and 
what the trust department can do to sat- 
isfy those needs. Even a letter of intro- 
duction written by some member of the 
bank’s personnel who is friendly with 
the prospect will be of great assistance. 

The new business man’s job is not an 
easy one; he will need help even after 
he shall have acquired a reputation as an 
adviser on estate problems. At that stage 
in the career of a trust new business man, 
he will receive unsolicited help from 
many of the men whose estates he has 
planned and whose problems he has 
helped to solve; they will express their 
confidence in his ability and their appre- 
ciation of his work by recommending his 
services to their friends and associates. 
Lawyers who recognize that the trust ad- 
viser has helped them to solve the estate 
problems of their clients will be disposed 
to commend him to other clients. Life 
insurance men who have seen the useful- 
ness of life insurance greatly enhanced 
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through its coordination with trust ser- 
vice will feel that they are doing their 
policyholders a good turn by bringing the 
trust new business man into contact with 
them. These are some of the ways of 
gaining contacts with desirable prospects. 


Forcing the Story Home 


The estate owner usually is not aware 
that he needs the services of a trust in- 
stitution. He may have a hazy idea of 
what it’s all about and he may feel that 
it is probably a good thing for those who 
need it, but he seldom thinks of trust ser- 
vice as applying to himself. A cold re- 
cital of facts and figures concerning the 
business of settling estates and admin- 
istering trusts will not cause him to 
realize his needs. 

You must dramatize the story of what 
your trust department has done for other 
men similarly situated and what it can 
do for him, that very man, his estate and 
his dependents. 
ture of the beneficial aspects of the work 
of the trust department as it relates to 
the solution of that man’s problems and 
the translation of his estate into the eco- 
nomic well-being of his wife and chil- 
dren. The fewer the words, the better 
the picture—provided it portrays trust 
service as a living force at work in his 
behalf and shows how its uses will con- 
tribute to the peace of mind of the estate 
owner and to the happiness and economic 
security of his loved ones. 


The next step involves helping the es- 
tate owner to fit the service to his speci- 
fic needs. Here is where the trust man 
must be the other man’s counselor; he 
must be able to put himself in the other 
man’s place; he must, for the time being, 
be the other man’s alter ego, discerning 
his needs and planning to meet them, 
reconciling needs and desires with pre- 
sent circumstances and future contin- 
gencies, fitting the service to the need 
as the tailor fits the cloth to the form. 

Men need the trust adviser to help 
them make their plans and provide for 
their successful consummation. They 
need the trust adviser to bring about the 
coordination of the work of the lawyer 
who prepares the will or trust agreement, 
the life insurance counselor, the tax ac- 


It must be a word pic-’ 


countant, the investment adviser, and all 
others who participate in the formulation 
of a sound estate plan. Procrastination 
is an ever present hazard. No plan, how- 
ever meritorious, will accomplish any 
good unless it be put into operation. In 
carrying on these negotiations, the trust 
man will encounter procrastination on the 
part of the estate owner or some one or 
more of his advisers. A lack of perse- 
verance on the part of a trust man could 
well offset all the diplomacy and skill 
that he possessed. 


A Continued Interest 


The new business man’s job does not 
end with the adoption of the plan and 
the execution of the documents which 
give it force. -He has a further duty to 
perform—a duty which, for want of a 
better name, may be called the upkeep. 
and maintenance of the plan until it shall 
finally ripen into active business on the 
books of the trust department. 

This duty of upkeep and maintenance 
will claim more and more of the trust ad- 
viser’s time as his term of service length- 
ens. If he has been continuously en- 
gaged in new business work for the same 
institution, he will find that within a 
space of ten or twelve years the upkeep 
and maintenance phase of his job will 
probably demand a third or more of his 
time. But what of it? Is not retaining 
business quite as important as getting 
business ? 

When an estate owner signifies his 
willingness to commit his life’s accumu- 
lations and the welfare of his loved ones 
into the hands of a trust institution by 
naming it his executor and trustee, he 
demonstrates the highest degree of faith 
and confidence. Is he not, therefore, en- 
titled to the continued interest and co- 
operation of the trust adviser? He is 
due that continued interest and coopera- 
tion in order that his estate plan may be 
kept responsive to his changing needs 
and that it may be the source of pride 
and satisfaction to him while he lives, 
no less than a source of protection to his 
loved ones after he shall have passed on. 
It seems to me that this continuity of in- 
terest and cooperation is an essential 
factor in keeping alive the faith and con- 
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fidence upon which the trust relationship 
rests. 


An Ideal 


The ideal trust adviser or new busi- 
ness man is one who possesses knowledge 
and experience, plus the ability to trans- 
late knowledge and experience into the 
accomplishment of worthy objectives. He 
is sincerely interested in being helpful to 
others. He realizes the truth of the say- 
ing that, “What you are speaks so loud- 
ly, I can’t her what you say.” Heisa 
man whose character and personality are 
such as to inspire confidence and respect. 
He is energetic, sincere, truthful, dis- 
creet, sympathetic, patient, tactful, per- 
sistent, and is well stocked with common 
sense. He is able to “walk with Kings 
—nor lose the common touch.” He per- 
sonifies the trust institution at its best. 
The picture which we have drawn is not 
the portrait of an individual; it is but a 


sketch of one man’s vision of the com-' 


’ posite character of the men and women 
who would constitute the personnel of the 
ideal trust department. It portrays a 
goal well worth striving to attain. 


——— + —+ 


A Total Stranger May Become The 
Executor of Your Estate 


The National Trust Company of To- 
ronto, Canada, has used the above title 
for an attractive folder with the follow- 
ing illustration which brings out a deeper 
meaning to the title. Excerpts from the 
text follow: 


“Naturally you wouldn’t want your 
estate to be administered by someone un- 
known to you or your family—yet this 
is one of many risks you run when you 
appoint a private trustee under your will. 

“Suppose Mr. is a true and 
trusted friend, familiar with your bene- 
ficiaries’ needs. Suppose you name him 
your executor. Now, what happens if 
Mr. dies before your estate is 
completely administered? Simply this, 
the executor of Mr. ’s estate be- 
comes by law the executor of your estate 
as well—a total stranger whom you 
would never have appointed yourself!” 


A Total Stranger May Become The Executor Of 
Your Estate 


— > - -+ 
“Story Of A Happy Man And How He Got 
That Way” 


The Boise Trust Company, Boise, 
Idaho, is employing a new type of ad- 
vertising in their current trust litera- 
ture. Their folder (see cut) using the 
above title is a departure from conven- 
tional trust advertising in as much as 
they make use of the comic cartoon type 
illustration and poetic copy. 


Consider... the Ways In 
Which a Trust Service 


a. By capable management of your estate. 


Bb. By coniining investments to only the 
saleet of prowects as stpslated by trust 
. 


tts best pat trust otfioers can am 
sume this responsibality for your as.ly. 


It would in all probability be impos- 
sible to get some of the more conserva- 
tive trust institutions to make use of 
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material like this; however -without 
pioneers experimenting and testing we 
remain stationary. It was only a few 
years ago that the advertising we are 
using today was considered radical and 
undignified for trust advertising. Who 
can say what the trend will be in five 
or ten years from now. 
a ot 
The Union Bank & Trust Co., Los An- 
geles, is currently using a novel trust 
mailing piece. It is titled “Are You 
One of These 10 Men?” The piece is a 
folder (see illustration) that folds five 
times with the silhouetted heads being 
one behind the other giving the impres- 
sion of a single head when folded. 


Ten problems are presented that are 
probable worries of the average pros- 
pect. Problem number 7 says: 


‘Is a “Gift by Trust” Practical,’ 


“IT wish to enjoy the pleasure of dis- 
tributing some part of my estate now, dur- 
ing my lifetime, without immediately plac- 
ing the full burden of responsibility upon 
the recipients. Please let me know if it 
would be practical to make a gift by trust, 
at the same time reserving to myself the 
dictation of investment powers, or the right 
to delegate such powers to my investment 
counselors.” 


A 4 ee ee 4 


ist 


The above illustration is the striking 
cover of a folder used by the trust de- 
partment of the Fort Worth National 
Bank, Texas. The folder opened shows 
three views of their modern trust de- 
partment in operation. The theme of 
their argument is the individual execu- 
tor vs. the corporate fiduciary. 


— Ss? 


Ti 


MEN? 


dav B 


Varied Investments: 
AR ew Preblem 


My investments are 
of se 

Estate. 

of my affairs, so 


that I can devote my full 
time to other interests. 


4 


Estate Pians Ia 
Case eof Death 
I have been co: 
with the well. 


your service help me 
with my estate plans? 


UNION BANK & TRUST co. 


A Query Regarding 
Life Insurance 
My life insurance is now 
payable to individual 
beneficiaries, but I wish 
to provide protection for 
the proceeds of the poli- 
cies so that some high- 
Pressure salesman can- 
not sell my dependents 
a lot of speculative invest- 
ments. At the same time, 
I don't wish to hamper 
them in their intelligent 
use of these funds. Is 
there any way to protect 
the beneficiaries and still 
have the arrangement 
flexible? 


Wants Assurance of 
“KR Will That Works” 
My will is old.” and I am 
troubled over the possi- 


suring that my exact 
wishes will be carried 
out. There is a trust cre- 
ated under this will, but 
I am not sure the provi- 
sions for operating the 
trust are just right. Could 


so that proper adjustment 

can be made now, before 

it is too late? 

"Even a recently made will may 
out of date, or incapable of 

following your exact wishes. 


Member Federal Reserve System 


UNION BANK & TRUST CC 
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Duration of Powers of Sale 


Limitations on Rights of Executors and Trustees 


ROLAND C. HEISLER, ESQ. 
Member of Drinker, Biddle and Reath, Philadelphia, Pa. 


HE underlying principle in deter- 

mining the duration of a power is to 
ascertain the intention of the testator. 
The case of Wilkinson v. Buist, 124 Pa. 
253, held that a seemingly unlimited 
power may nevertheless be limited by the 
general design of the testator as shown 
by his will. In that case, the will direct- 
ed the executors to pay the income from 
the personal estate to testator’s widow 
for life, and devised the real estate to 
her for life. The executors were au- 
thorized to sell all or any part of the real 
estate “at any time after my decease”, 
the proceeds to be held pursuant to the 
trusts under the will. Upon the death 
of the widow the property, real and per- 
sonal, including the proceeds of any real 
estate which had been sold, was to be 
divided among testator’s children. The 
executors sold certain real estate after 
the death of the widow. It was held that 
the power expired at the death of the 
widow. 


In Absence of Clear Intent 


A general power of sale given to ex- 
ecutors, where by the will the property 
is vested absolutely in persons sui juris, 
will be presumed to be for administra- 
tive purposes and will terminate when 
the lien of debt ceases. Kreise v. Cart- 
ledge, 262 Pa. 55, Eberly v. Koller, 209 
Pa. 298. 


Where real estate is left in trust, or 
life estates therein are given without the 
creation of a trust, the power of sale will 
continue during the period of the trust, 
or the falling in of the life estate, but 
will ordinarily net be good thereafter. 
Fidler v. Lash, 125 Pa. 87, Carter’s Est., 
225 Pa. 355, Stiffler v. Penna. Coal & 
Coke Co., 298 Pa. 152. 


From address before 1938 Convention of Penn- 
sylvania Title Assn. 
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It has been decided that if a part, but 
not all, of the trusts with respect to a 
parcel of real estate has terminated the 
power will still continue, even with re- 
spect to the interests which have vested. 
Cresson v. Feree, 70 Pa. 446. 

Where there is no trust, but a life es- 
tate is given in the realty, the power of 
sale in the executor is continued for the 
benefit of the life estate. Rieder v. Mil- 
ler, 68 Pa. Superior Ct. 529. In this 
connection, there are two cases which go 
to opposite extremes in determining the 
duration of a power. Schenck v. Clyde, 
53 Pa. Superior Ct. 653, and Potts v. 
Breneman, 182 Pa. 295. 


Effect of Specific Time Limitation 


If it reasonably appears that the power 
was given for purposes of ultimate dis- 
tribution, or if an equitable conversion 
results from the will, so that a sale is es- 
sential, the power will continue for a 
reasonable time after the termination of 
the trust or the falling in of the life es- 
tate to enable such purpose to be ac- 
complished. In such event it seems that 
a sale must be made with reasonable 
promptness. Battenfield v. Kline, 228 
Pa. 91. 

A will sometimes directs a sale of real 
estate by the executors but mentions a 
specific time within which the power is 
to be exercised. In such case the rule is 
that the power does not cease because of 
a failure to exercise it within the time 
prescribed, but may be exercised there- 
after, in the absence of a clear expres- 
sion in the will to the contrary. Rieker 
v. Kaetz, 69 Pa. Superior Ct. 182. To 
hold that the power could not be exer- 
cised after the time specified, the court 
said, would enable the executors to de- 
feat the testator’s direction that the real 
estate should be sold. The purpose in 
mentioning a specific time for sale was. 
to urge prompt action. 
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Following this rule, it is stated in other 
cases that the exercise of the power is 
discretionary during the period desig- 
nated, but mandatory after the expira- 
tion of the period. Messmore’s Est., 290 
Pa. 107, Fredericks v. Kerr, 219 Pa. 365. 


It would appear, however, that if a 
sale is not directed but is merely discre- 
tionary, and a specific time is limited for 
the exercise of the power, the reasoning 
of the foregoing cases will not apply, 
and the power should not be valid after 
the expiration of the time limited. Herb 
v. Walther, 6 D. R. 187. 


Reverse Situation 


It not infrequently happens that a 
testator in his will postpones the exer- 
cise of a power of sale until the happen- 
ing of a given event, as, for example, 
where real estate is devised to the widow 
for life with the direction that at her 
death the property is to be sold by the 
executor and the proceeds divided among 
his children. 

In such case, while a power to be exer- 
cised upon a given event normally can- 
not be exercised before the happening of 
that event, it is nevertheless well settled 
that where the power is complete but the 
postponement of the right to sell is for 
the benefit of a particular person, an 
earlier sale may be made with the con- 
sent of that person, such consent being 
regarded as equivalent to the happening 
of the stipulated contingency. Hupp v. 
Union Coal Co., 284 Pa. 529, Knapp v. 
Nissley, 254 Pa. 379. If, however, the 
postponement of the time of sale is for 
the benefit of the remaindermen, the con- 
sent of the life tenant will not enable 
the executor to sell. Sweigart v. Berk’s 
Admr., 8S. & R. 299. 


While such procedure for obvious rea- 
sons could not be recommended, it may 
be noted that the consent of the parti- 
cular person may be by parole. Hamlin 
v. Thomas, 126 Pa. 20. 

Where the consent of several parties 
is required to enable a sale under the 
power, and one of such parties dies, the 
power is not terminated, but can be exer- 
cised with the approval of the survivors. 
Hackett v. Milnor, 156 Pa. 1. (See ‘also 
French’s Est., 301 Pa. 223.) 
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It is perhaps obvious that if a power 
of sale is given for a special purpose, and 
that purpose fails, the power is ended. 
Moore v. Gilbert, 287 Pa. 102. 


Survival of Power in Surviving or 
Succeeding Fiduciaries 


Let us consider briefly whether a pow- 
er of sale given to several executors must 
be exercised by all of them. If one of 
them, while still living, can be omitted 
from the conveyance, it would seem ob- 
vious that an exercise of the power would 
still be good when the joinder of that one 
has become impossible by reason of his 
death or resignation. However, unless 
the will provides otherwise, it is clear 
that all of the executors whose renuncia- 
tion is not of record must exercise the 
power and join in the conveyance. Sim- 
mon’s Est., 254 Pa. 231. Oil City Na- 
tional Bank v. McCalmont, 303 Pa. 306. 


At common law, if the power was re- 
garded as personal to the individuals 
named, it did not survive the death of 
one of them, and this, of course, is still 
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true. If, on the other hand, it was given 
to the executors by virtue of their office, 
the question of survival depended upon 
such further considerations as whether 
it was a naked power, that is, where the 
fee was given to another subject to the 
power, or whether it was coupled with an 
interest, as in cases where the estate was 
devised to the donee of the power. If the 
power was coupled with an interest, it 
would pass to the survivor. If it was a 
naked power, it would generally be held 
to survive if mandatory, but not if dis- 
cretionary. 


Section 28(a) of the Pennsylvania 
Fiduciaries Act of 1917 provides that if 
executors are given a naked authority 
only to sell real estate, they shall have 
the same power for all purposes of sale 
and conveyance as if the estate had been 
devised to them for sale, in the absence 
of a contrary direction by the testator. 
This section would seem to do away with 
question of survival based upon the com- 
mon law distinction between naked pow- 
ers and powers coupled with an interest. 


Section 28(d) empowers the survival 
of several executors, or an administrator 
c. t. a., to exercise a power of sale given 
to the executors, unless, of course, the 
will directs otherwise. Section 3(a) ex- 
tends to administrators c. t. a. all the 
powers of executors. 


Discretion Irrelevant 


The fact that the power is discretion- 
ary does not in itself make it a personal 
power. Obviously, any power of sale in- 
volves the exercise of discretion in the 
donee. In Kemerer v. Johnstone, 318 
Pa. 526, the court said: 


*“‘Whenever power is given by will to executors 
to sell real estate with a view to distribute the 
proceeds among legatees, the power belongs to 
them virtute officii *** and may be exercised by 
an administrator c. t. a. This is so whether 
there be an absolute direction so as to work a 
conversion, or the power be discretionary; ***’’ 


In Wilson v. Pennock, 27 Pa. 238, the 
Supreme Court, by way of dicta, said: 
“It may be conceded that discretionary 
powers *** on the death of one of sev- 
eral trustees *** will not devolve on the 
survivor.” 

The Act of May 3, 1855, P. L. 415, Sec- 
tion 2 provided that whenever any trust 


or power was conferred on “two or more 
persons by name’, and one or more died 
or was discharged, the surviving trustee 
should have the right to exercise the pow- 
er unless the trust instrument required 
all to act. 


This Act was repealed as to testamen- 
tary trustees by the Fiduciaries Act, and 
there is nothing which takes its place. 
It is my opinion that, even in the absence 
of any statute, testamentary powers of 
sale which are not personal may be exer- 
cised by a surviving trustee, since the 
two decisions on which the dicta in Wil- 
son v. Pennock was based do not on their 
facts sustain the principle. 

The Restatement of the Law of Trusts, 
Section 195, is to the same effect: 

“If two or more persons are named as trustees 
and one or more of them fails to become trustee 
or dies, resigns, is removed or otherwise ceases 
to be trustee, the powers conferred upon the trus- 
tees can properly be exercised by the remaining 


trustee or trustees, unless it is otherwise provided 
by the terms of the trust.’ 


Who Is To Exercise Power? 


Irrespective of statutory law, the 
question often arises as to whether a 
power should be exercised by a trustee 
or substituted trustee or by an adminis- 
trator d. b. n. c. t. a. The test here is 
whether the power of sale is given to the 
executors for a purpose which is within 
their duties of administration, or wheth- 
er it is for a purpose collateral to or un- 
connected with their duties as executors, 
such, for example, as a testamentary 
trust. If the former, the power is prop- 
erly exercised by an administrator ec. t. 
a.; if the latter, by a substituted trustee. 
Evans v. Chew, 71 Pa. 47. 

If no testamentary trust is created, a 
general power of sale to executors, 
whether for distribution or for the bene- 
fit of a life estate, or otherwise, will pass 
to an administrator c. t. a. 


On the other hand, if the will creates 
an active trust to be administered by the 
executors, a power of sale given to the 
executors will on the death of the execu- 
tors survive in favor of a substituted 
trustee, not an administrator ec. t. a. The 
decisions, however, are not entirely in 
harmony on this proposition. [Mr. 
Heisler then discussed the cases of Gehr 
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v. McDowell, 206 Pa. 100, Sheet’s Estate, 
215 Pa. 164, Strite v. Wolf, 268 Pa. 221, 
and Crozer v. Green, 298 Pa. 438.] 


Duration of Power as Affected by Rules 
of Law 


The duration of a power of sale which 
is otherwise good may be adversely af- 
fected by the operation of a rule of law. 
With respect to the rule against perpet- 
uities, Sharswood, J., in Cresson v. Fer- 
ree, 70 Pa. 446 said: “We may concede 
that a general power over an estate with- 
out limitation of time *** would violate 
the rule against the creation of perpetui- 
ties.” However, the fact that by its 
terms a power is unlimited as to time 
does not necessarily mean that it vio- 
lates the rule. Other provisions of the 
will, showing the intent and purpose of 
the testator in creating the power, may 
limit its exercise to a period well within 
the legal limit. 


Where, however, it is clear that the 
testator intended that the power might 
be exercised beyond the perpetuity pe- 
riod, there are two possible situations 
which require consideration: 


1. Where the interests given under 
the will are not to vest until the power 
is exercised. 


2. Where, although the interests in 
the real property subject to the power 
are vested, the exercise of the power may 
be at a time so remote that the estate 
or interest created by the exercise of the 
power itself may commence beyond the 
perpetuity period. 


So far as the first situation is con- 
cerned, there would seem no doubt but 
that the power of sale would be declared 
invalid. See Dawson v. Lancaster, 28 
C. C. 657. 


In the second situation, where a legal 
or equitable estate vests within the per- 
petuity period, the fact that the power 
may be exercised beyond that period is 
not regarded as a violation of the rule. 
Cooper’s Estate, 150 Pa. 576. See also 
Brown’s Estate, 289 Pa. 101. 


Obviously, if the power of sale is per- 
sonal to the trustees, or if it must be 
exercised during their lifetime, there can 


be no violation of the rule. Spring’s Est., 
216 Pa. 529. 


Revocation by Operation of Law 


A second rule which may affect the 
duration of a power of sale is that under 
which a will is revoked pro tanto if the 
testator subsequently marries, or if chil- 
dren are born after the date of the will. 
It is well-settled that a power of sale for 
payment of debts is not affected by a 
pro tanto revocation resulting from the 
birth of a child after the making of a 
will. Coates v. Hughes, 3 Binney 498, 
Edward’s Appeal, 47 Pa. 144. The same 
rule obviously applies to a pro tanto re- 
vocation by a _ subsequent marriage. 
Price’s Est., 26 D. & C. 141. 


If, however, the power is not for pay- 
ment of debts but is, for example, col- 
lateral to a testamentary trust or for the 
benefit of a life estate, the reasoning of 
the cases cited would seem not to be ap- 
plicable, and the power should not extend 
to the interest which has vested in the 
widow or the afterborn child. See 
Cooch’s Est., 17 D. & C. 480. 


An election to take against a will 
should have exactly the same effect on ~ 
the duration of a testamentary power as 
the pro tanto revocation. See Cunning- 
ham’s Est., 137 Pa. 621 and Loew’s Est., 
291 Pa. 22. 


[It is interesting to note, in connection 
with the foregoing address, that the 
Pennsylvania Bar Association has recom- 
mended the adoption of a statute express- 
ly conferring upon surviving testamen 
tary trustees the right to exercise a 
power of sale given by the will to co- 
trustees. This amendment to Section 28 
(d) of the Fiduciaries Act of 1917 was 
drafted under the guidance of John R. 
Umsted of the Philadelphia Bar, chair- 
man of the Committee on Law of Dece- 
dents’ Estate and Trusts. In his report, 
Mr. Umsted declared it was the inten- 
tion of the 1917 Act to withdraw the 
survival of powers with respect to trus- 
tees under wills and that it is necessary 
to enlarge the statute so as to include 
them. ] 





Excerpts From Selected Articles 


Use of Corporate Device to Effect Ac- 
cumulation of Estate Income 


Yale Law Journal, May 1938. 


UBSTANTIAL portions of the decedents’ 

estate in two recent cases! consisted of 
the entire stock issues of corporations which 
owed the estate unsecured debts. Through 
control as shareholders, the testamentary 
trustees were able to force the application 
of corporate income to the reduction of these 
indebtednesses. The life tenants brought 
suit to recover income withheld by the trus- 
tees and, further, to reach corporate earn- 
ings applied to reserves for depreciation and 
improvements. In each case the Surro- 
gate’s Court held that these applications of 
corporate income were not binding in a con- 
test between life tenant and remainderman 
and ordered the amounts which had been 
withheld by both the trustees and the cor- 
porations distributed to the life tenants on 
the ground that they were invalid accumu- 
lations under the New York statute and im- 
proper allocations under the ordinary rules 
_of distribution between life tenants and re- 
maindermen. 


The Thelluson Act, [in England] has 
served as a pattern for American statutes, 
which generally sanction directions to ac- 
cumulate only during a minority and for 
the benefit of the particular minor involved. 
Under these acts, express directions to ac- 
cumulate income are invariably invalidated 
unless falling within some statutory excep- 
tion. Likewise, provisions which are not 
express directions to accumulate but which 
result in accumulation have been construed 
as implied directions falling within the 
statutory ban. 


Where No Express Direction 


But where accumulations result from 
either directions only incidently producing 
accumulation or from discretionary action 
of the trustees, doctrinal difficulties occur, 
for -the typical statute outlaws only express 
directions. As a result, some jurisdictions 
refuse to hold such accumulations within 


1. In re Adler’s Estate, 299 N. Y. Supp. 542 
(Surr. Ct. 1937); In re McLaughlin’s Estate, 299 
N. Y. Supp. 559 (Surr. Ct. 1937). 


the statutory ban.2 Others utilize the ab- 
sence of a direction to accumulate to sus- 
tain only temporary accumulations such as 
those that occur when income is withheld 
to equalize periodical distributions to the 
life tenant? or to protect a life tenant in- 
competent to be intrusted with the full in- 
come.* But in each case the courts have 
been careful to state that the income so re- 
served belongs ultimately to the life tenant 
or to his estate, and is not to be treated as 
principal. 

Generally, however, courts invalidate any 
accumulation not expressly or implicitly au- 
thorized by the dispository instrument on 
the theory that any accumulation of income 
that results is impliedly directed.5 Where 
an accumulation has occurred as a result of 
the trustee’s discretionary administration 
the court is unable to invalidate any pro- 
vision of the instrument but must act di- 
rectly upon the trustee. 

In difficult cases resort has often been 
had to the rules of apportionment between 
life tenant and remainderman to determine 
what amounts to an accumulation. Under 
these rules the use of trust income to re- 
duce mortgage encumbrances on the trust 
estate is not permissible.* Where an unse- 


2. Gerin v. McDonald, 64 F. (2d) 394 (1933) 
(construing the South Dakota statute); Henderson 
v. Henderson, 210 Ala. 73 (1923); see Camp v. 
Presbyterian Soc. of Sacket’s Harbor, 105 Misc. 
139, 153, 173 N. Y. Supp. 581, 589 (Sup. Ct. 1918). 

3. Curtis v. Curtis, 184 App. Div. 274, 171 
N. Y. Supp. 510 (1918); In re Mathers’ Estate, 322 
Pa. 358 (1936). But see In re Kilborne, 232 App. 
Div. 580, 582, 251 N. Y. Supp. 113, 115 (1931). 

4. In re Hoyt, 116 App. Div. 217, 101 N. Y. 
Supp. 557 (1906); Neel’s Estate 252 Pa. 394 
(1916); see Hair v. Farrell, 103 S. W. (2d) 918, 
924 (Tenn. 1936). Contra: Craig v. Craig, 3 Barb. 
Ch. 76 (N. Y. 1848); Gasquet v. Pollock, 1 App. 
Div. 512, 37 N. Y. Supp. 357 (1896), af’d, 158 
N. Y. 134 (1899); see Antelo’s Estate, 24 Pa. Dist. 
181, 183 (1915). 

5. St. John v. Andrews Institute, 191 N. Y. 254 
(1908); Billing’s Estate, 268 Pa. 67 (1920). 

6. State Bank & Trust Co. v. Foss, 257 Ill. App. 
435 (1930); Watson v. Kennard, 77 N. H. 23 
(1913); Matter of Jones, 136 Misc. 122, 238 N. Y. 
Supp. 753 (Surr. Ct. 1930). 

7. Garrett v. Snowden, 226 Ala. 30 (1933); 
Heald v. Michigan Trust Co., 274 Mich. 225 (1936) ; 
Faulkenberg v. Windorf, 194 Minn. 154 (1935); 
Hascall v. King, 162 N. Y. 134 (1900). Contra: 
Hutchins v. Security Trust & Savings Bank, 208 Cal. 
463 (1928); see Russell v. Russell, 109 Conn. 187, 
205 (1929). 
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cured indebtedness is the principal obliga- 
tion, as in the instant cases, there is even 
less reason to sustain such an allocation of 
income. The fact of accumulation can hard- 
ly be denied since the estate held both the 
proceeds of debt and the corporate shares 
whose equity was increased by a removal 
of corporate indebtedness. 


Departing From Apportionment Rules? 


Under the rules of apportionment the bur- 
den of depreciation must, in the absence of 
directions to the contrary, likewise be borne 
by the remainderman. While the life ten- 
ant is apportioned responsibility for current 
expenses, ordinary repairs, taxes and in- 
surance, the trust income can not be charged 
for permanent improvements, special assess- 
ments, or rehabilitation, even though the 
life tenant consents or will benefit through 
increased income.8 Although variation of 
these rules of apportionment in favor of the 
life tenant by direction will be sustained, 
there is but little indication that a testator 
may direct the deduction of depreciation in 
computing income. Any intimation to this 
effect in these decisions might well be ques- 
tioned; for under such a rule the propriety 
of a depreciation reserve would depend 
solely upon the testator’s intent. It is true 
that the court stated that the cost of im- 
provements which had already been made 
but for which no depreciation reserves could 
be properly set aside, might be amortized 
against income for the duration of the life 
estate.1° But this result, which adopts one 
of two possible methods of placing the cost 
of improvements upon the life tenant, would 
not sanction maintenance of a depreciation 
reserve for future replacements. 


Even if both of these practices caused 
invalid accumulations, the intervention of a 
corporate entity creates difficulties in or- 
dering the distribution of both funds to the 
life tenant. The income used to repay the 
debt, which was already in the hands of the 
trustee, could be given to the life tenant by 
direct order to the trustee without doing 
violence to established precedents, for courts 
have generally exhibited little reluctance to 
investigate the source of corporate distribu- 
tions, especially when these are extraor- 


8. Bankers Trust Co. v. Moy, 148 Misc. 38, 265 
N. Y. Supp. 77 (Sup. Ct. 1933). But ef. Croker 
v. Croker, 117 Mise. 558, 192 N. Y. Supp. 666 (Sup. 
Ct. 1921). 

9. See In re Chapman, 32 Misc. 187, 190, 66 
N. Y. Supp. 235, 237 (Surr. Ct. 1900). 


10. In re Adler’s Estate, 299 N. Y. Supp. 542, 
558 (Sur. Ct. 1937). 


'556 (Surr. Ct. 1937). 
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dinary. But since the depreciation reserves 
were retained by the corporation and would. 
not constitute funds in the hands of the 
trustee until actually distributed, other 
solutions had to be found. Im one of the 
instant cases a solution was reached by 
ordering the trustees as stockholders to dis- 
tribute the reserves to the life tenant.11 
This action in effect amounted to a disre- 
gard of the corporate entity—a _ result. 
which may perhaps be questioned on the- 
doctrinal level. ; 


Attitude of Courts Toward Interference 


In the absence of fraud courts do not in-. 
terfere in private litigation with discretion- 
ary withholdings of corporate income; in 
fact, courts will enjoin the declaration of 
dividends whose payment will be prejudicial 
to creditors.12 Moreover, an early decision. 
had suggested by way of dictum, subse- 
quently disapproved but never directly over- 


11. In re Adler’s Estate, 299 N. Y. Supp. 542, 
12. Powers v. Heggie, 268 Mass. 233 (1929) ;. 
Ulness v. Dunnell, 61 N. D. 95 (1931); Gaunce v.. 


Schoder, 145 Wash. 604 (1927). 
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ruled, that the statutory ban against ac- 
cumulations might be avoided by use of the 
corporate device.15 And finally, a failure 
to maintain sufficient reserves violates fun- 
damental principles of corporate account- 
ing. 

On the other hand, there should be no 
ceavil over the decision on the policy level. 
A failure to disregard the corporate entities 
would tend to produce confusion in account- 
ing since estate and corporate accounts are 
maintained on different bases. And, more 
important, where the corporate device has 
been used in an attempt to evade a statutory 
prohibition or an established expression of 
public policy, courts have been quite willing 
to disregard the corporate entity.14 This 
tendency has been most pronounced in es- 
tate cases when remaindermen are trustees, 
as they were in the instant cases, or direc- 
tors.15, 

In the other of the instant cases, the 
screen to the accuiiulation established by 
the corporate entity was removed by the ex- 
pedient of dissolving the corporation. This 
seems to be an unnecessarily drastic solu- 
tion since the funds were already in the 
hands of the trustee. Support may be found 
for this result in the fact that courts have 
often sanctioned a merger of corporate and 
estate accounts.16 Also, continuance of the 
testator’s business by use of the corporate 
device runs counter to the established pub- 
lic policy in favor of speedy liquidation of 
decedents’ estates. Further, a heavy bur- 
den would be placed upon the Surrogates’ 
Courts if they were forced to reconcile cor- 
porate and estate accounts. But it is diffi- 
cult to find authority for such action in the 
statute conferring jurisdiction on the Sur- 
rogate’s Court. And where the testator 
was not the sole owner of the corporate 
shares, it would seem wiser to leave these 
disputes to courts of general jurisdiction. 


13. Matter of Rogers, 22 App. Div. 428, 437, 48 
N. Y. Supp. 175, 181 (1897); cf. Congdon v. Cong- 
don, 160 Minn, 343 (1924); In re Stevens, 46 Misc. 
623, 95 N. Y. Supp. 297 (Surr. Ct. 1905). 

14. Chicago, M. & St. P. Ry. v. Minneapolis Civic 
Ass'n, 247 U S. 490 (1918); United States v. Mil- 
waukee Refrig. Transit Co., 142 Fed. 247 (E. D. 
Wis. 1905). 

15. Ochs v. Maydole Hammer Co., 138 Misc. 665, 
246 N. Y. Supp. 539 (Sup. Ct. 1930); see Matter of 
Lesser, 154 Misc. 364, 366, 277 N. Y. Supp. 123, 125 
(Surr. Ct. 1935). 

16. Farmers’ Loan & Trust Co. v. Pierson, 130 
Misc. 110, 222 N. Y. Supp. 532 (Surr. Ot. 1927); 
In re Ebbett’s Estate, 149 Misc. 260, 267 N. Y. Supp. 
268 (Surr. Ct. 1933); Matter of Steinberg, 153 Misc. 
339, 274 N. Y. Supp. 914 (Surr. Ct. 1934); Matter 
of Lesser, 154 Misc. 364, 277 N. Y. Supp. 123 
(Surr. Ct. 1935); In re Densen’s Estate, 163 Misc. 
232, 296 N. Y. Supp. 567 (Surr. Ct. 1937). 
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Banks as Transfer Agents—Why 
Leading Companies Employ Them 
to Transfer Their Stock 


DUDLEY L. PARSONS. Bankers Magazine, June 
1938. 


HEN anyone buys shares of stock, 

the issuing corporation must cancel 
the old stock certificate, change its records 
and prepare and deliver a new certificate. 
Time was when it was almost as simple as 
that. Transfers were not only relatively 
infrequent but no complex body of law had 
yet been evolved. 

The trend toward wider distribution of 
securities brought with it a natural increase 
in the volume of transfers while, at the 
same time, the erratic course of security 
trading often resulted in a heavy volume 
of transfers at peak seasons for the busi- 
ness of the issuing company when their 
clerks were busy and their judgment hur- 
ried. Moreover, the difficulty of detecting 
and checking forgery grew out of all pro- 
portion to the volume and has led to the 
purchase of insurance as well as to the de- 
mand for the guarantee of signatures by 
banks and stock brokers. For many com- 
panies, the desire for freedom from nuis- 
ance, from the difficulty of detecting fraud 
and to have disinterested third party check- 
ing against over-issue became sufficient to 
warrant a demand for outside specialists 
as transfer agent and registrar. 


The convenience of prompt transfers has 
impelled many dealers to favor trading in 
stocks served by local professional transfer 
agents. The desire to increase the confi- 
dence of dealers and the public by provid- 
ing a local source of information so as to 
expand and stabilize the market for their 
unlisted securities, has also motivated in- 
creasing numbers of companies to seek 
banks and trust companies as their transfer 
agents. 

The greatest reason, however for the im- 
portance of the trust company as transfer 
agent today lies in the large number of so- 
called irregular transfers, from which no 
corporation is immune, wherein the transfer 
agent may reduce the risk of running afoul 
of the law. While the development of the 
law in England has led to the corporation 
being responsible to its security holders in 
much the same manner as a commercial 
bank is responsible to its depositors—i.e., 
paying out on demand and making good on 
forgeries—the trend in this country, fol- 
lowing the lead of Lowry v. Commercial 
and Farmers Bank, Fed. Cas. No. 8581, 
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has been generally to make the corporation 
assume unusual responsibilities to the se- 
curity holder in transferring stock. While 
this does not generally complicate the trans- 
fer between living single individuals, it 
makes practically all transfers in which one 
party is a trustee, executor, administrator, 
guardian, partnership, business organization 
or social institution difficult and often haz- 
ardous. It requires the employment of 
carefully trained clerks, specialized record- 
ing and accounting machinery, constant and 
minute supervision, and continuous access 
to experienced counsel. 

The authority of an executor or trustee 
to sell must be verified by reference to the 
will or trust agreement. The inheritance 
tax laws of each of the forty-eight states 
must be complied with. The transfer agent 
must see that transfer taxes are paid be- 
fore securities can be transferred. A 
“lost” certificate which has been replaced 
and later turns up for transfer in the hands 
of a bona fide holder generally requires that 
the transfer agent make the transfer and 
recover or purchase for cancellation an 
equivalent number of shares at its own ex- 
pense, unless this is fully covered by a sure- 
ty bond. Such rules are rigidly enforced 
by the courts even against the corporation 
or transfer agent which makes a mistake 
with the best of intentions and care. 

The well-established bank or trust com- 
pany with a large number of transfer 
agency accounts has acquired the experience 
and developed the procedure and technique 
required to expedite all transfers while, at 
the same time, diminishing losses resulting 
from legal mistakes or mechanical error. 
The actual technique of transfer work, how- 
ever, will naturally vary in detail as among 
institutions. 

Many medium sized and smaller compan- 
ies and even close corporations are today 
employing banks or trust companies as 
transfer agents, not of course for all of the 
reasons that compel the large corporation 
to do so, but especially do they seek to es- 
tablish contacts against potential future 
needs in the capital markets, to avoid the 
expense and bother of setting up their own 
transfer departments, and particularly to 
forestall fraud and to abridge unexpected 
liability and risk. 


Other Articles and Comments Read and 
Recommended 


Irrevocable Trusts: Observations 
“The Tax Magazine,’ June, 1938. 
land. 

Dividends Subject to Apportionment Under the Doc- 


and Comments— 
By M. N. Fried- 


Missouri's 
Largest Fiduciary 


This company engages only 
in the trust business. It does 
no banking business. It ac- 
cepts no deposits. 


It administers more trust 
property than any other Mis- 
souri financial institution. 


Itis the oldest trust com- 
pany in Missouri. 

For ancillary service in 
Missouri or Southwestern 
Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 


trine of Earp’s Appeal—‘University of Pennsyl- 
vania Law Review,” May, 1938. 

Federal Gift Tax on Transfers Creating Estates by 
Entireties—“The Yale Law Journal,’’ May, 1938. 

Gifts to “Heirs” in California—‘California Law Re- 
view,”” May, 1938. 

The Rule Against Perpetuities and Gifts to Classes— 
“Harvard Law Review,” June, 1938. By W. Bar- 
ton Leach. 

Sociological and Comparative Aspects of the Trust— 
“Columbia Law Review,’”’ March, 1938. By Arthur 
Nussbaum. 

Statutory Limitations on Charitable Bequest or De- 
vise—“‘St. John’s Law Review,’’—April, 1938. By 
Chester J. Dodge. 

Taxation—Constitutional Law-Retroactive Income and 
Inheritance Taxes—‘‘Wisconsin Law Review,” 
March, 1938. 

Taxation—Estate Tax—Trust with Reservation of 
Life Estate—“‘Michigan Law Review,” April, 1938. 

The 1937 “Tax Loophole” Act: Unfinished Work— 
“The Georgetown Law Journal,” May, 1938. 

Testamentary Conditions Against Contest—‘‘Michigan 
Law Review,” April, 1938. By Olin L. Browder, 
Jr. 

Trusts—Corporate Shares as Res—Power of Trustee 
to Use Income of Estate to Discharge Personal Debt 
—“Columbia Law Review,’ May, 1938. 

Trusts—Effect of Exculpatory Clauses on the Liabil- 
ity of Corporate Trustees—‘‘Michigan Law Review,” 
April, 1938. 

The Valuation of Future Interests in Estate and In- 
heritance Taxation—‘““The Yale Law Journal,’”’ June, 
1938. ‘ 

Wills—Conditional Bequests—Effect of Non-Per- 
formance by a Legatee of Conditions in a Will— 
“Boston University Law Review,” June, 1938. 
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Virginia Trust Men Meet at 
Hot Springs 


At the Forty-Fifth Annual Convention 
of the Virginia Bankers Association 
held recently at Hot Springs, the trust 
section under the leadership of Chairman 
L. B. Gunn, trust officer of the State 
Planters Bank, Richmond, Va., held a 
varied and informative meeting. 

James W. Allison, vice president 
Equitable Trust Company, Wilmington, 
Del., was a guest speaker whose subject 
was “Workable Wills and Trust Agree- 
ments.” 

The other speakers were James W. 
Rawles, assistant cashier State-Planters 
Bank & Trust Company, Richmond, who 
discussed “The Business Outlook As It 
Affects Stocks and Bonds’; Dr. E. A. 
Kincaid, professor of finance University 
of Virginia, and consulting economist 
Federal Reserve Bank of Richmond, who 
spoke on “The Observable Factors Bear- 
ing on the Outlook for Interest Rates”; 
and G. C. McCall, executive vice-presi- 
dent and trust officer First National 
Bank, Norton, whose subject was “The 
Field of Usefulness Best Suited to the 
Facilities of the Average Trust Depart- 
ment in the Smaller Communities.” 


Louisiana Gets Trust Code 


Ever since the repeal of the Trust 
Act in 1935, Louisiana trust companies 
have been working zealously toward the 
re-institution of a trust code. Their 
efforts were rewarded this month when 
on July 2, the Governor signed the Trust 
Estates Act of 1938, effective July 27, 
1938. 

The Act is based largely on the Re- 
statement of Trusts and the various 
Uniform Acts relating to trusts. In the 
opinion of Frank P. Stubbs, Jr., assis- 
tant trust officer of Commercial Nation- 
al Bank, Shreveport, who was chairman 
of the Trust Section’s Legislative Com- 
mittee sponsoring the Act, this is a 
splendid statute, possibly the best in 
the country. A detailed analysis of the 
law will be presented in our next issue 
by John M. Wisdom, Esq., our legal edi- 
tor for Louisiana. 


Customer Research 


“The most urgent public relations need 
in the trust field is to tell the people, and 
to tell them in a way that will satisfy 
and convince them, what they want to 
know about trust business,” said Gilbert 
T. Stephenson, Director of Trust Re- 
search Department of The Graduate 
School of Banking, in an address entitled 
“What People Want to Know About 
Trust Business.” 


“Heretofore we trust men,” he said, 
“have been trying to tell the people what 
we thought they ought to know or, rath- 
er, what we wanted them to know about 
trust business. We have built our trust 
advertising, our trust soliciting, and our 
trust information in general around our 
own theories of public relations rather 
than around the people’s wishes.” 


Mr. Stephenson then related how two 
years ago the trust Division of the 
A.B.A. took steps to determine what the 
American people themselves wanted to 
know about trust business. A question- 
naire was mailed to 100 picked institu- 
tions asking for a list of 10 questions 
that customers and prospective customers 
ask most frequently. There were re- 
ceived 661 questions on 72 subjects. 


Answering Their Questions 


The importance of customer research 
was then stressed by Mr. Stephenson and 
he said that he had undertaken on behalf 
of the Trust Research Department to 
formulate answers to their questions. A 
major feature in his plan is to assign 
these questions to students majoring in 
trusts for their thesis subjects at the 
Graduate School. 


These questions mailed in 1936 mark 
the beginning of a “highly significant 
change in public relations in the trust 
field.” 


“Customer-research,” he continued, ‘is 
designed to find out what the customer 
wants in order to provide it for him, 
whether in the motor industry or in trust 
business. This is nothing short of basic 
research. If so, then am I not justified 
in referring to the step.I have described 
as a significant step in the trust field?” 





Wills of the Month 


Frederick William Vanderbilt 
Financier 


Frederick William Vanderbilt, railroad 
director, yachting enthusiast and grandson 
of the founder of the family fortune, Com- 
modore Cornelius Vanderbilt, named the 
United States Trust Company, New York 
City, executor and trustee of his estate. 

Mr. Vanderbilt was a director of twen- 
ty-two railroads, the Western Union Tele- 
graph Company, Hudson River Bridge Com- 
pany, Detroit River Tunnel Company, 
Niagara River Bridge Company and the 
New York State Realty and Terminal Com- 
pany. He followed the family tradition in 
keeping his business interest closely tied 
up with the transportation industry. 

During his lifetime he had given millions 
of dollars to philanthropy, but avoided per- 
sonal connections with his benefactions. He 
had owned several famous yachts and was 
a member of the syndicate which built the 
Rainbow, the American Cup defender in 
1934. He sailed the Conqueror, built in 
1889 for many years. The successor to this 
was the Warrior, which ran aground on a 
coral reef off the coast of Colombia in 1914. 
In later years he owned the $1,000,000 
yacht Vedette which sank in the boat basin 
in Brooklyn. 


Richard Deans Waugh 
Mayor and Diplomat 


Richards Deans Waugh, British Empire 
representative on the Saar Commission in 
1920 and thrice Mayor of Winnipeg, named 
The Royal Trust Company, Winnipeg, joint 
executors and trustees of his estate. 

Mr. Waugh was noted for his civic lead- 
ership in Winnipeg between 1908 and 1916, 
and as head of the commission in charge 
of reconstructing the explosion-torn district 
of Halifax in 1917. 

When the Treaty of Versailles placed the 
Saar Valley under the aegis of the League 
of Nations the British Government chose 
Mr. Waugh as its representative. For more 
than three years he strove to pacify the 


great German population in the fertile min- 
ing valley, but his own interpretation of 
the Versailles pact could not be reconciled 
with that of the majority of the commission 
and he resigned. 


Dr. John Jacob Abel 
Professor and Research Man 


Dr. John Jacob Abel, professor emeritus 
of pharmacology at the Johns Hopkins Hos- 
pital, named the Maryland Trust Company, 
Baltimore, as co-executor and co-trustee of. 
his estate. 

Dr. Abel received his M. D. degree at 
Strasbourg in 1888 and returned to the 
United States to teach at the University of 
Michigan. He joined the Hopkins faculty 
in 1893 and thereafter divided his time 
between teaching and research. 

Research made Dr. Abel famous. He was 
credited with two major advances of 
science, the isolation of adrenalin and the 
isolation in crystal form of insulin. For 
these achievements he received the Willard 
Gibbs Medal in 1927. The medal is award- 
ed annually to the American scientist who 
has done most to “promote human enjoy- 
ment of life without pecuniary advantage to 
himself.” 


Victor Morawetz 
Attorney 


Victor Morawetz was a leading corpora- 
tion and. railroad lawyer and was consid- 
ered an authority on trust law and finance. 
He was one of the lawyers who took part 
in the formation of the United States Steel 
Company and was general counsel and chair- 
man of the board of the Atchison, Topeka 
& Santa Fe Railway. He had been counsel 
in the reorganization of the Norfolk & 
Western Railway and the Union Pacific. 

Among his writings are: “Law of Pri- 
vate Corporations”, “Banking and Currency 
Problems in the United States”, and “Ele- 
ments of the Law of Contracts.” In recent 
years he was a council member of the Amer- 
ican Law Institute and was actively inter- 
ested in its restatement of the law. 
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Mr. Morawetz named the Guaranty Trust 
Company of New York City as co-executor 
of his estate. 


Charles Seward Wilcox . 
Steel Executive 


Charles Seward Wilcox, noted figure in 
the Canadian Steel Industry, who died at 
Hamilton, Ontario, Canada, named Nation- 
al Trust Company Limited as co-executor of 
his will. 

Mr. Wilcox was born in Painesville, Ohio 
in 1856 and received his education at Dart- 
mouth and Yale. He came to Hamilton, 
Canada as Treasurer of the Ontario Rolling 
Mill Company in 1880, and in 1910 when the 
Steel Company of Canada was organized, 
became its first President. Since 1917 he 
was Chairman of the Board of “Steel of 
Canada.” Mr. Wilcox was a Director of 
National Trust Company, of the Royal Bank 
of Canada and of the Tuckett Tobacco Com- 
pany. Among his many philanthropies was 
his recent gift of $250,000 to the Mountain 
Sanatorium at Hamilton for the new pavil- 
ion which has just been completed. 


+ + + 


“Brother”, beneficiary of a $250 trust fund estab- 
lished in the Iowa-Des Moines National Bank and 
Trust Co., Des Moines, Ia. 


ee 


New Life Insurance 


New life insurance for the first six 
months of this year was 22.6 per cent less 
than for the corresponding period of 1937. 
The amount for June was 27.5 per cent less 
than for June of last year, as revealed in a 
report by the Association of Life Insur- 
ance Presidents to the United States De- 
partment of Commerce. 


Mrs. Elizabeth Wilmot Newcomb 


Social Worker 


Mrs. Elizabeth Wilmot Newcomb, found- 
er and first president of the Stony Wold 
Sanatorium, named the Bankers Trust Com- 
pany of New York City in her will as execu- 
tor and trustee of her estate. 


About forty years ago Mrs. Newcomb be- 
came interested in helping the undernour- 
ished and overworked working girls of New 
York who needed building up during the hot 
summer months. She helped establish a 
camp for the girls but was stricken herself 
by tuberculosis at about that time. After 
her recovery she decided to use the funds 
she had raised for establishing a sanator- 
ium in an old hotel building she bought at 
Lake Keeshaqua, N. Y. 

Since then nearly 4,500 persons have been 
treated, many without cost or for a nom- 
inal sum, and the institution has been 
praised by medical authorities for its effi- 
ciency and homelike surroundings. 
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Jack Dempsey’s Trust Fund 


Jack Dempsey is generally acknowledged 
as the world’s most successful prize fighter, 


and is also in all probability the world’s 
shrewdest and most successful ex-fighter 
business man. 


Years ago Jack Dempsey observed around 
the gymnasiums and fight rings countless 
old battle scarred fighters who in their time 
had earned big money but today were try- 
ing to pick up a few scant dollars as spar- 
ring partners or at other odd jobs around 
the places. Dempsey learned more from 
these old timers than just how to slip a 
punch and throw his own powerful right; 
he learned that to make the fight game pay 
lasting dividends he must learn to save the 
earnings of his youth. 

When he heard that the richest man in 
Utah had lost practically everything he 
owned and that he wouldn’t have had a 
dime except for his trust fund, he decided 
to investigate this trust fund business and 
find out what it was about. 

“When I understood,” he said, “that you 
could buy an income—money that you 
couldn’t touch or sign away or change your 
mind about, but that would be paid when 
it fell due as long as you lived, I knew that 
was what I needed. I made one, have made 
another since, and expect to make more. If 
the worst comes, I don’t think I’ll ever have 
to live off my friends.” 





First National Banks of Philadelphia and New Haven 
Observe Seventy-fifth Anniversary 


N 1863 a National Bank Act was pass- 

ed permitting the chartering of 
banks by the Federal Government. The 
week of June 20, 1938 marked the pass- 
ing of seventy-five years since the first 
national bank was authorized to open 
its doors. 

These pioneer national banks were 
granted the first charters only a few 
days before the Battle of Gettysburg was 
fought. 

Several banks were vying with one 
another to secure Charter Number I and 
as the time grew near the race was nar- 
rowed down to two contestants, the First 
National Bank of Philadelphia and the 
First National Bank of New Haven, 
Conn. 

The First National of New Haven was 
the first organization to file its certifi- 
cate and was entitled to receive the first 
certificate, but Mr. Jay Cooke who had 
been of great service to the Government 
in negotiating its loans was so anxious 
to have Charter No. I for the First Na- 
tional Bank of Philadelphia that the New 
Haven institution withdrew its claim of 
first certificate in favor of Mr. Jay 
Cooke. Accordingly the First National 
Bank of New Haven was granted the 
second of the four charters granted on 
that day, June 20, 1863. 

The Philadelphia bank opened its 
doors three days after receiving its 
charter. During the Civil War, the Gov- 
ernment designated the bank its fiscal 
agent, and paid all Federal troops 
through it. 

The bank has been able through the 
years to expand its resources from an 
initial $150,000 to approximately $95,- 
000,000. The growth of the bank was 
steady and a few months after opening 
it increased its capital to $500,000 and 
in January, 1864, this was raised to 
$1,000,000. The bank is now capitalized 
at $3,111,000 and has a surplus of 
$4,000,000. 

Livingston E. Jones is president of 
the institution. 


HE First National Bank of New 

Haven opened its doors for business 
July 1, 1863. The population of New 
Haven was 40,000, compared with 162,- 
650 today, and the bank’s total re- 
sources were $263,119, compared with 
$30,710,811 as of June 20, 1938. The 
New Haven Bank also grew rapidly and 
in two years it was deemed necessary 
to increase the capital to $500,000. The 
bank has made numerous expansions al- 
though it has occupied the same location 
since 1895. 

The First National of New Haven was 
merged with the Yale National Bank in 
1918 and has since that time absorbed 
two other banks. In 1928 the name of 
the bank was changed to the First Na- 
tional Bank & Trust Company of New 
Haven in order to give adequate recogni- 
tion to the place which trust business 
occupies today in the field of business. 
The bank is now capitalized at $1,260,- 
000. 

Thomas M. Steele is president of the 
institution and William G. Cléaver is 
vice president in charge of the trust 
department. 


Observes Seventy-fifth Anniver- 
sary With Open House Party 


The Third National Bank & Trust Co., 
Dayton, Ohio, observed its seventy-fifth 
anniversary on June 29th. The bank is 
the oldest national bank in Ohio and the 
Fourth Federal Reserve District. 

A celebration was held wherein the 
bank was host at an “open house” party. 
The historical character of the event 
was dramatized by the presence of a 
young couple dressed in the fashion of 
the period of 1863. The couple arrived 
at the bank in a buggy and distributed 
souvenirs to visitors. 

Charles J. Moore, president of the 
bank which holds National Bank Charter 
No. 10, has been associated with the 
institution for 58 years. 
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Personnel Changes in Trust Institutions 


CALIFORNIA 


Sacramento—T. J. LABHARD has been 
chosen assistant trust officer of Capital Na- 
tional Bank. He has been associated with 
the trust department for seven years. 


ILLINOIS 


Chicago—CARL TROUT has been elected 
assistant vice president of the Live Stock 
National Bank. 


KENTUCKY 


Danville—J. W. IRVINE has been ele- 
vated to the presidency of the Boyle Bank 
& Trust Company, succeeding Samuel H. 
Nichols. JULIAN T. GENTRY has been 
promoted to the vice presidency to succeed 
Mr, Irvine. 


LOUISIANA 


Alexandria—J. W. BEASLEY has been 
raised to president of the Guaranty Bank 
& Trust Company, succeeding the late Jos- 
eph A, Bentley. 


MISSISSIPPI 


Laurel—A. F. CHISHOLM has been ad- 
vanced from vice president to president of 
the First National Bank, succeeding the late 
Frank G. Wisner. 


MISSOURI 


St. Louis—ANTON FOHRELL has been 
elected a vice president of the Jefferson 
Bank & Trust Company. He is also a di- 
rector. 

St. Louis—C. R. ABLE has been elected 
assistant vice president of the United Bank 
& Trust Company. 


NEW JERSEY 


Jersey City—HOWARD R. CRUSE has 
been designated senior trust officer as well 
as senior vice president and counsel. HAR- 
RY V. MOSER, a director, has been elected 
a vice president. 


NEW YORK 


New York—HENRY J. COCHRAN has 
resigned as vice chairman of the board of 
the Bankers Trust Company, in which posi- 
tion he devoted his time to trust depart- 
ment management, to become president of 


the Franklin Savings Bank of New York. 
H. A. WHEELER, who has served the com- 
pany many years as assistant trust officer, 
has also resigned. 


New York—JOHN VAN BUREN THAY- 

ER, for years New York’s oldest bank vice 

president in 

point of con- 

tinuous service 

there, retired 

on June 30 as 

vice president 

of Central 

Hanover Bank 

& Trust Com- 

pany. Mr. 

Thayer, in his 

87th year, had 

celebrated his 

66th anniver- 

sary of asso- 

ciation with 

the bank and 

JOHN VAN BUREN THAYER jts_predeces- 
sors early this year. 


New York—RICHARD S. CARR has been 
appointed an assistant vice president of 
Continental Bank and Trust Company. 

New York—HARRY C. KILPATRICK 
has been promoted to vice president of 
Manufacturers Trust Company. He has 
been in charge of the Real Estate Depart- 
ment. PERCY M. HALL, in charge of the 
Industrial Credit Division, was also elected 
a vice president. 

Syracuse—WILLIAM V. STONE has been 
made assistant vice president of Lincoln 
National Bank & Trust Company. 


OHIO 


Cincinnati—-WILLIAM L. THEDE, vice 
president of the Fifth Third Union Trust 
Company, was named also cashier. 

Cleveland—GLENN M. CUMMINGS has 
been elected chief counsel and a member of 
the Executive Committee of The Cleveland 
Trust Company, succeeding Raymond T. 
Sawyer, who died June 21st. Mr. Cummings 
has served as assistant counsel since 1913, 
when he left the law firm of Blandin, Hog- 
sett & Ginn to join the bank. From 1905 
to 1909, he was City Solicitor of Mansfield, 
Ohio. He was admitted to the bar in 1898 
and since 1918 has been a member of the 
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Civil Service Commission of East Cleveland. 
He is a member of the State and the Cleve- 
land Bar Associations. 

GEORGE A. ROMOSER, JR., manager of 
the bank’s Pearl-Broadview office, has been 
advanced to assistant vice president in that 
office. Mr. Romoser has been with the 
Cleveland Trust Co. for 24 years. From 
1920 until February of this year, he was 
manager of the Buckeye-116th street office 
of the bank. He is a past president of the 
Buckeye Road Business Men’s Association. 


OKLAHOMA 


Oklahoma City—C. P. WRIGHT has been 
made assistant trust officer at the First 
National Bank & Trust Company. 


PENNSYLVANIA 


Boyertown—ROY E. STAHL has re- 
signed, as of August 1, as cashier of the 
Farmers National Bank & Trust Company, 
to become cashier and trust officer at the 
First National Bank of Nanticoke. 

Pottsville—J. ROBERT BAZLEY has 
been elected first vice president of Miners’ 
National Bank. 


SOUTH CAROLINA 
Rock Hill—CHARLES L. COBB has been 


elevated to the presidency of the Peoples 
National Bank and Trust Company. JOHN 
R. LONDON was advanced to vice presi- 
dent, and JOHN G. BARRON promoted to 


cashier and trust officer. R. T. FEWELL 
was made a vice president and WALTER 
L. JENKINS secretary-treasurer. 


TEXAS 


Houston—J. VIRGIL SCOTT has been 
elected chairman of the board of the San 
Jacinto National Bank. 


Victoria—W. U. McCUTCHEN, formerly 
trust officer and assistant cashier of the 
First National Bank of Wichita Falls, has 
been elected vice-president and director of 
the Victoria Bank & Trust Company. 


VIRGINIA 


Martinsville—-ALAN E. SWINLER has 
been elected cashier of the First National 
Bank. He has been trust officer at the First 
National Bank at Bluefield, W. Va. 


WEST VIRGINIA 


Bluefield—R. A. YARBROUGH, who has 
been with the First National Bank for a 
great many years, has been promoted from 
Savings Teller to Trust Officer, succeeding 
Alan E. Swinler. 


Trust Institution Briefs 


San Francisco, Calif—The San Francisco 
Bank has established a new corporate trust 
department to be headed by Dwight Tripp. 
A new business department under the di- 
rection of Miss Marguerite Downing has 
also been created. The former department 
was set up as a result of the recent appoint-- 
ment of the bank as fiscal agent for the 
California Toll Bridge Authority in the 
$77,000,000 refinancing of the San Fran- 
cisco-Oakland Bridge. 

Boulder, Colo.—The First National Bank 
in Boulder has been granted full trust pow- 
ers, effective July 15, 1938. 

Princeton, N. J.—The Princeton Bank & 
Trust Company has taken over some of the 
assets of the dissolved Princeton Savings 
Bank. 

New York, N. Y.—The Irving Trust Com- 
pany has opened a new branch at the Rocke- 
feller Plaza. Arthur L, Otis, assistant vice. 
president, will be in charge. 

Springfield, Tenn.—The First Trust Com- 
pany has been organized to take over the 
trust business of the First National Bank. 
The new officers are: W. P. Bryant, presi- 
dent; Culver Burnett, vice president; and 
James Sprouse, secretary-treasurer. 

Longview, Wash.—The First National 
Bank has been merged with the National 
Bank of Commerce, Seattle, becoming the 
Longview branch of the latter institution. 

Cody, Wyo.—The Shoshone National 
Bank has been granted supplemental trust 
powers. 


GEORGE W. DAVIS 
Vice President and Trust Officer of The Beverly Hills 
National Bank and Trust Company of Beverly Hills, 
California, who has been elected Chairman for the 
ensuing year of the Southern California Trust Officers 
Association. 





100 


Equitable Trust Co., Detroit, 
Makes Final Payment 


Bank holiday creditors of Equitable Trust 
Company, Detroit, Michigan, have received 
their final 20 per cent payment of the prin- 
cipal balance of their claims. This is the 
distribution which Alvan Macauley, Jr., 
State Banking Commissioner, approved 
April 25. 

The Equitable is the first reorganized 
trust company in Michigan to pay off bank 
holiday creditors in full. No loans were 
made to accomplish this one hundred per 
cent pay-off within the five year period al- 
lowed by the emergency legislation of 1933. 
The cash has come entirely from construc- 
tive liquidation. 

The impressive progress of Equitable 
Trust Company is considered the more re- 
markable when it is recognized that the in- 
stitution’s consistent growth and achieve- 
ment have been accomplished entirely dur- 
ing a period marked by abnormal economic 
and financial conditions. During this pe- 
riod Equitable has contributed to the local 
situation by assuming the liabilities of three 
other trust institutions, the American Trust 
Company, the Central Trust Company and 
American State Trust Company—having 
completed consolidation with the last two 
concerns. 

Its trust activities have been continuous 
during the eleven years since it was or- 
ganized in 1927 by Mr. Thomas Neal. The 
present senior officers and those responsible 
for the recent successful operation and 
liquidation program are Mr. Miron W. Neal, 
Mr. Oliver D. Marcks and Mr, Ralph S. 
Lane. 


Should We Mind Our Own 
Business? 
Of eight inventions which Dr. C. M. A. 


Stine calls “milestones of railroad progress,” 


none was invented by a man whose busi- 
ness was railroads. Morse, who invented 
telegraphy, was an artist. Pullman was a 
Chicago street contractor and the railroads 
were reluctant to adopt his sleeping car. 
Eli H. Janney, who patented the first auto- 
matic car coupler, was a clerk in a dry- 
goods store. The automatic block-signal 
system was originated by a retired textile 
manufacturer, Thomas S. Hall. Westing- 
house was a 23-year-old carpenter-machin- 
ist when he invented the air brake. A phy- 
sician invented the vestibule buffer, elimin- 
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ating open platforms. The refrigerator car 
was largely developed by packers. And the 
first electric locomotive was designed by 
Moses G. Farmer, a schoolteacher. 

“Boss” Kettering, head of General 
Motors’ research department and one of 
America’s greatest inventors today, says, in 
fact, that “no man ever invents anything 
in the field in which he is trained’—he 
knows too much about the obstacles. Only 
in a field where his ignorance leads him 
to believe anything is possible is anything 
possible, insists Kettering who, incidentally, 
helped develop the fever machine now used 
by physicians to cure pneumonia, paresis 
and St. Vitus’s dance. So mind your own 
business if you wish—but possibly if you 
do, you won’t amount to much in it or in 
anything else. 


(From The Savings Journal—Washington (D.C.) 
Loan & Trust Co. 


—— a 


Bank Secretaries Organize 


A group of “down east” secretaries of 
State Bankers Associations met recently to 
lay plans for the formation of a group of 
officials of Bankers Association patterned 
after the Central States Conference. 


The meeting was held in the summer home 
of G. Harold Welch, secretary of the Con- 
necticut Bankers Association at Johnson’s 
Point, Conn. Mr. Welch was elected chair- 
man of the group and preliminary plans 
were drafted for a permanent organization 
to include the Northeast States. 


Those present included: Frank W. Sim- 
monds, Deputy Manager, American Bankers 
Association, New York City; George G. Fer- 
nald, Secretary, Maine Bankers Association, 
Augusta, Me.; John S. Gwinn, Secretary, 
Massachusetts Bankers Association, Boston, 
Mass.; W. Gordon Brown, Executive Man- 
ager, New York State Bankers Association, 
New York City, and A. H, Coate, Secretary, 
New Jersey Bankers Association, Moores- 
town, N. J. 


| 


Canadian Bureau Issues an Attractive 
Travel Booklet 


The resident of the United States who is 
planning a vacation “across the line” should 
write to the Canadian Travel Bureau, De- 
partment of Transport, Ottawa, Canada, and 
will receive, by return mail, a travel booklet 
on Canada, ranking with the best produced 
in any country. 





EE 


= 
oy 


“To know that which lies before us in daily life 
is the prime wisdom’”’—MILTON 
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A list of text and reference books devoted to the 
discussion and explanation of the various phases of 


fiduciary activities 


Compiled by 
Crust Companies Magazine 
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RECOMMENDED BOOKS ON FIDUCIARY SUBJECTS 


This pioneer compendium of information on reference. works dealing with trust and 
estate matters was prepared by Trust Companies Magazine in the hope that it will 


prove helpful to all those interested in fiduciary administration. 
viewed as a regular feature of the magazine. 


New books are re- 
We shall be glad to assist in procuring 


any of the works hereinafter mentioned.—Eiditor’s Note. 


HISTORY AND ORGANIZATION 


Trust Companies in the United States 
—James G. Smith of Princeton Uni- 
versity. 1928; 590 pps. $6.25. 


A complete study of factual history of 
trusteeship with useful illustrations and 
data on organization, operation and super- 
vision of early trust companies, exhaus- 
tively annotated. It is also a concise treat- 
ment of modern fiduciary services in their 
economic, social and political aspects and 
possibilities. Practical discussion is given 
to current problems of investment, business 
development, fees, etc., and a thorough 
bibliography of books and articles on all 
phases of administration is well indexed. 


The American System of Trust Busi- 
ness—Gilbert T. Stephenson, Direc- 


tor, Trust Research, Graduate School 


1936; 128 pages. $1.50. 


The history and functions of trust insti- 
tutions since 1822, intended as a layman’s 
introduction to trust business, especially 
bank employees and officers elsewhere than 
in the trust department. Outlines in un- 
technical knowledge the various services 
which a trust company performs. 


of Banking. 


Trusts on the Continent of Europe—F. 
Weiser, Barrister-at-Law. 1936, 7s. 6d. 


A study of comparative law to familiarize 
English-speaking readers with the attitude 
of the law and legal thought on the Con- 
tinent toward the trust concept. 


The Boston Trustee—Donald Holbrook. 
1937. $1.00. 


A brief outline of the background, history 
and place of the professional trustee. 


The Modern Trust Company—Franklin 
Kirkbride, J. E. Sterrett & H. Parker 
Willis. 6th edition. 1925; 550 pps. 
$6.00. 

The original standard book on trust com- 


pany organization, functions and manage- 
ment, the latest edition of which treats of 


every phase of fiduciary services and the 
incident commercial banking departments. 
Describes procedure of incorporation, de- 
partmental organization and operation, re- 
lation with the Federal Reserve system and 
includes detailed description of personal and 
corporate trust routine. Contains chapters 
on Investment, Tax, Statistical, depart- 
ments, etc. and is well illustrated with ac- 
counting forms. 


NEW BUSINESS 


New Business for the Trust Depart- 
ment—Theodore T. Weldon, Trust 
Consultant & Publicist. 1933; 468 
pps. $5.00. 


First extensive treatise on trust business 
development. A presentation of all phases 
of new business problems from market an- 
alysis to evaluation of business closed. Prac- 
tical discussion of policies and ethics of ad- 
vertising, solicitation and cooperation with 
allied interests is included, with detailed 
suggestions for sales training, copy appeal 
and layout, use of various media, prepara- 
tion of prospect lists, etc., stressing effi- 
ciency and economy of merchandising per- 
sonal. trust services. Numerous _illustra- 
tions. 


The Evaluation of New Trust Business 
—Samuel Witting. 1934; 187 pps. 
$25.00. 


Determining the value of new trust busi- 
ness by the use of actuarial tables. A 
scientific treatment showing how mortality 
and lapsation tables can be applied to the 
evaluation of new business, such matters, 
for example, as the present value of an ap- 
pointment as executor. 


Selling Life Insurance Through A Tax 
Approach—John D. Wright and J. 
Blake Lowe, Equitable Trust Co., Bal- 
timore. 1936; 108 pps. 


Chief objective is to assist life under- 
writers in sales by outlining tax problems 
and answers affecting insurance. Compet- 
ent treatment of trust aspects. 
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Symposium on Trust Advertising & De- 
velopment — Financial Advertisers 
Assn. 1929; 140 pps. $1.50. 


Practical monographs by experienced 
trustmen covering the various phases of 
trust development. The series of articles 
give experiences, ideas and methods success- 
fully used in advertising and personal soli- 
citation. Consideration is given to all new 
business department activities, including ar- 
ticles on Copy, Trust Appeal, Customer Ap- 
proach, Commercial Relations, Estate An- 
alysis and Costs, and treat of the various 
types of corporate fiduciary services. 


New Business for Banks—Frederick 
Kerman, V. P. Bank of America, San 
Francisco, Cal. and Bryant Griffin, of 
Frank Presbrey Co., New York City. 
1926; 326 pps. $5.00. 


A manual on bank publicity and solicita- 
tion methods for various types of services, 
including chapter on trust department. Dis- 
cusses types of advertising (illustrated with 
typical copy), personal solicitation, princi- 
ples of development, training and organiza- 
tion of new business department. 


Advertising for Banks—Don Knowlton, 
Publicity Mgr., Union Trust Co., 
Cleveland. 1932; 533 pps. $5.00. 


A correlation of the composite of expe- 
rience of leading institutions and members 
of the Financial Advertisers Assn. in pre- 
senting banking and trust services to the 
public, translated into an effective manual 
discussing what a bank has to sell, selec- 
tion of media, layout and copy and contin- 
uity. Elaborately illustrated by examples 
of copy and analysis of appropriations for 
various purposes. 


DRAFTING OF INSTRUMENTS 


Preparation of Wills and Trusts—Dan- 
iel S. Remsen, R. H. Burton-Smith & 
Gerald Remsen of the New York Bar. 


2nd Edition. 1930; 1300 pps. $20.00. 


Standard authority on preparation of 
wills, testamentary and living trusts in- 
cluding life-insurance trusts, and charitable 
trusts, thoroughly indexed. Part I is de- 
voted to study of substantive law of wills 
and trusts in the various states, designed 
to prevent difficulties in execution, noting 
differences between states as affecting terms 
and purposes, duties and liabilities of trus- 
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tees and executors. Covers planning of in- 
strument and effect of taxation. Part II 
discusses principles of draftsmanship, in- 
cluding valuable forms and clauses. Part 
III contains plans and extracts of 96 out- 
standing wills and trust deeds. 


Preparation and Construction of Wills 
—-Clarence M. Lewis of the New York 
Bar. 1926; 1100 pps. $15.00. 


A guide for preparation of wills, combin- 
ing forms, text references and digest of 
law of wills. Forms of will clauses applic- 
able to various circumstances and purposes 
are included with abstracts of cases ar- 
ranged as to English, Federal and State 
court decisions, citing legal articles. Ar- 
ranged by type of testamentary provision, 
well indexed and annotated, providing a 
handbook with questionnaire for testators, 
covering essential information and record 
sheet for progressive estate accounting. 


Wills—Gilbert T. Stephenson, V. P. 
Equitable Trust Company, Wilming- 
ton, Delaware. 1928; 322 pps. $3.00. 


Designed to aid testators in accomplish- 
ing legal and social purposes, it embodies 
practical suggestions covering some 600 
questions of the layman regarding wills and 
trusts, executors and trustees, and analyzes 
436 probated wills from 46 states, England 
and Canada. Discusses reasons for will- 
making, selection of fiduciary, assembly of 
essential data, and includes provisions re- 
garding payment of debts, marital rights, 
revision of wills and custody. 


Wills—George W. Thompson. 1936; 


1097 pps. $15.00. 


Comprehensive study of the law applic- 
able to preparation, execution, probate, 
contest and construction of wills, with com- 
plete list of forms. Considerable attention 
to testamentary trusts and excellent an- 
alysis of problems involved in creation and 
administration thereof. 


Handbook of Will and Trust Forms— 
R. P. Abbey, member of Ohio Bar. 
1935; 188 pps. $3.50. 


Contains 10 complete wills, 8 living trust 
agreements, 3 life insurance trust forms, 4 
business and insurance trust setups and 3 
agency agreements. 488 separate clauses 
and actual wills of prominent persons. 





104 


Saving Taxes in Drafting Wills and 
Trusts—Joseph J. Robinson of Chi- 
cago Bar, tax counsel, Chicago Title 
& Trust Co. 2nd Edition. 1933; 
750 pps. $7.50. 


Written with the purpose of aiding those 
drafting instruments with view to avoiding 
unnecessary taxation charges against es- 
tates and beneficiaries, this book sets forth 
the important tax questions involved, pre- 
senting practical suggestions regarding in- 
heritance, estate and income taxes. Various 
types of reservations are most adequately 
considered and the laws governing taxation 
of property distribution in the different 
states are cited, with practical suggestions 
for economical transfer. 


Trust Mortgage Forms—Charles W. 
Horr, Trust Officer, Fidelity Trust 
Co., Detroit, Mich.; 1929 to date, 622 


pps.. 


Compilation of trust instruments secur- 
ing mortgage bonds and collateral trusts, 
executed in many states and covering a 
large variety of conditions of issuance. De- 
signed as practical forms and clauses to 
facilitate operation and protect clients by 
approved provisions governing all salient 
problems. Includes clauses for protective 
committees, equipment trusts, maintenance, 
etc., with annual looseleaf supplements. 


FIDUCIARY LAW 


Selected Essays on the Law of Trusts 
—Austin W. Scott, Harvard Law 
School. 1936. $1.10. 


Includes 12 of Prof. Scott’s masterpieces 
of various phases of the law of trusts, in- 
cluding: Trustee’s Duty of Loyalty; Liabili- 
ties Incurred in Administration of Trusts; 
Trusts and the Statute of Wills; and Devia- 
tion from the Terms of a Trust. In addi- 
tion an editorial note on “Developments in 
the Law of Trusts—1934.” 


The Law of Trusts and Trustees— 
George G. Bogert, Prof. of Law, Uni- 
versity of Chicago. 1935; 7 volumes, 
4,600 pps. $50.00 set. 


A very comprehensive and authoritative 
digest of American and English case and 
statute law of trusts and closely allied mat- 
ters affecting trust creation and adminis- 
tration. Based on examination of more 
than 22,000 cited cases, its value for prac- 
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tical application is further assured by dis- 
cussion on principle of disputed points, in- 
cludes description of various ways in which 
trusts are employed to achieve family or 
business protection, and a collection of trust 
instruments and clauses tested by use. A 
well-classified treatment of powers, restric- 
tions and principles underlying the various 
operations and relations of trusteeship, in- 
dexed in great detail. 


Law of Trusts and Trustees—Jairus W. 
Perry, edited by Raymond Baldes of 
Boston Bar. 7th edition; 1929; 932 
pps. $25.00. 


Recognized authority on laws governing 
duties, functions and liabilities of trustees, 
and definition of trusts. Embraces exhaus- 
tive citations of statutes, decisions and au- 
thoritative opinion on all individual and cor- 
porate forms of trusteeship. Chapters on: 
Parties to trusts, Appointment, Perpetuti- 
ties, Powers, Properties and Duties of of- 
fice, Investment, Costs, Trustees for corpo- 
rate bonds, Distribution of estate, etc. Un- 
der each aspect of relations and problems 
a discussion of principles is supplemented 
by citations of cases with quotations. Fully 
indexed. 


Restatement of the Law of Trusts— 
American Law Institute—two vol- 
umes. 1935. $12.00. 


A most complete and authoritative re- 
sume of the law of trusts, prepared under 
the direction of Prof. Austin W. Scott of 
Harvard Law School. 


Spendthrift Trusts—Erwin N. Gris- 


wold, Harvard Law School. 1936; 


629 pps. $8.50. 


Comprehensive discussion of cases and 
statutes on restraints on alienation of equit- 
able interests by terms of trust or by stat- 
ute. 


A Trustee’s Handbook—Augustus P. 
Loring of the Boston Bar. 4th edi- 
tion: 1928; 254 pps. $4.00. 


An invaluable, concise handbook on the 
law and practice of trust administration un- 
der deed or will, with restatement of the 
law of trusts and citations of statute and 
court decisions as running annotation to the 
text. Peculiarities of local law relating to 
duties and liabilities of trustees are noted. 
Includes discussion of powers, compensa- 





TRUST COMPANIES 


tion, duties, management of funds, intestate 
law and beneficiary rights, from standpoint 
of the controlling laws, prefaced by general 
explanations. 


Law of Wills, Executors & Administra- 
tors—James Schouler; edited by Ar- 
thur Blakemore of the Boston Bar. 
6th edition: 1923; 3500 pps. $36.00. 


Covers all important jurisprudence on 
wills and administration of estates, and is 
a most complete reference book on prin- 
ciples and legal rules guiding executors and 
administrators. Beginning with prepara- 
tion of instrument and of cases for trial, 
the opinions and cases deal with every phase 
of the work, such as Construction of will, 
Law of estates, duties and Powers, Rights 
of beneficiaries, Settlement of estate and 
Court procedure. Decisions are authorita- 
tively analyzed and arranged. 


Bank Management of Decedents’ Es- 
tates, by John E. Brady, Editor of 
Banking Law Journal, New York. 
1932; 391 pps. $5.00. 


A collation of cases on underlying princi- 
ples governing fiduciary conduct as executor 
and trustee, with special attention to ac- 
countability for investments. Over 500 de- 
cisions support the principles of authority 
cited, under which the fiduciary must act 
on the various questions of estate settle- 
ment. Includés will forms and an excellent 
analysis of the then existing Federal gift 
and estate tax, all conveniently indexed. 


OPERATING PROCEDURE 


Personal Trust Administration—Cuth- 
bert Lee, former trust supervisor, 
Guaranty Trust Co. of N. Y. 1934; 
311 pps. $5.00. 


Thorough discussion of personal, living, 
private or voluntary trusts. Begins with 
problems arising prior to acceptance and 
follows through to termination. A manual 
for the operating trust man. 


Trust Business—Symposium by trust 
officials compiled by American Insti- 
tute of Banking. Vol. 1, 1934; 508 


Vol. 2, 1935; 477 pps. $4.00 


pps. 
each. 


The various chapters of these primary 
companion texts prepared under direction 
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of committees of Trust Division, A. B. A. 
Volume 1 describes and explains the differ- 
ent types of fiduciary services, relationships 
and instruments, both personal and corpo- 
rate and includes comment on fiduciary his- 
tory. Volume 2 describes the operating 
machinery and methods of trust institu- 
tions, from powers, organization and new 
business methods to management of prop- 
erty, taxation, accounting, etc. and includ- 
ing discussion of internal principles and 
policies, and external relations, with com- 
ment on economic and social significance of 
trust institutions. 


Trust Methods Explained—R. R. Bixby, 
Trust Consultant, 1930; 100 pps. 
$1.00. 


A descriptive outline of personal and cor- 
porate trust operations, explaining the 
scope and application of all fiduciary serv- 
ices. This book is especially designed for 
banks contemplating the establishment of - 
trust departments as it gives a perspective 
of the responsibilities and duties inherent 
in corporate trustees and executors, and de- 
fines fiduciary terminology and essentials 
of procedure in connection with voluntary 
and court trusts, agencies, testamentary 
trusts, compensation and new business prac- 
tices. 


Settlement of Estates and Fiduciary Law 
in Massachusetts—Guy Newhall, of the 
Lynn, Mass. Bar. 1937; 1200 pps. 
$15.00. 


Ten years work by an expert have pro- 
duced these 1200 pages of authoritative dis- 
cussion on estate administration. Tax 
problems, capital and income questions, in- 
vestment standards, life insurance trusts, 
are a few of the outstanding matters dis- 
cussed. 


Wills, Executors & Trustees—W. J. 
Grange of the New York Bar, W. A. 
Staub, C. P. A. and E. G. Blackford 
of the Brooklyn Trust Co., 1933; 810 
ops. $7.50. 


A standard guide for trust executives on 
the transfer of property by decedents, the 
settlement of estates and functioning of 
corporate fiduciaries. It is a concise man- 
ual of law, procedure and accounting cov- 
ering every phase of estate administration 
from appointment to final accounting. Ex- 
plains books to be kept by fiduciary, theory 
and operation of tax laws, includes a typi- 
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cal set of forms and outlines the laws gov- 
erning descent and distribution of property 
and the nature and care of trusts. Also 
contains detailed information regarding or- 
ganization and management of a trust de- 
partment. 


Trust Departments in Banks & Trust 
Companies —Clay Herrick, V. P. 
Guardian Trust Company, Cleveland. 
1925; 440 pps. $4.00. 


A practical handbook covering operating 
problems of the trust department, including 
practical information on procedure of or- 
ganization and operation, with comprehen- 
sive sets of forms for accounting set-up. 
Explains the duties of trustees and execu- 
tors and the types of fiduciary services such 
as living and testamentary trusts, court 
trusts, agencies and corporate trusts. It 
is a well-qualified authority. Also contains 
data on fees and rules for delivery on New 
York Stock Exchange, complemented by an 
extensive bibliography. 


Studies in Trust Business—Gilbert T. 
Stephenson, Director, Trust Research 
Department, Graduate School of Bank- 
ing. 1938; 335 pps. $2.50. 


First volume in series of trust research 
studies published by the Research Council. 
Chapters on the relationships between com- 
mercial banking and trust business; trust 
new business budgets; policies in accepting 
and retaining personal trust business; costs 
of administration; bases of compensation; 
the exercise of discretionary powers by a 
trustee; problems of co-trusteeship; amor- 
tization and accumulation; investment coun- 
sel service; basic need for common trust 
fund; and many others. Each study is con- 
cluded with a briefly stated conclusion and 
suggested readings for further study. 


Trust Business in the Future—Its Asso- 
ciation with Banking—John W. Rem- 
ington, V. P. & T. O., Lincoln-Alliance 
Bank & Trust Co., Rochester, N. Y. 
1938; 128 pps. $1.50. 


Second in the series of volumes on trust 
research, this book discusses the question of 
dissociation of banking and trust business. 
Mr. Remington reviews trust operations in 
England, New Zealand, Canada and the 
United States over a period of approximate- 
ly three-quarters of a century, concluding 
that there is no need for divorcement of 
banking and fiduciary business. Among 
other very interesting points in his chapter 
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on conclusions, the author predicts that 
“during the next five or ten years we shall 
see the closing of many smaller trust de- 
partments by the transfer of their business 
to other trust companies which may be do- 
ing a trust business chiefly or exclusively.” 


LIVING AND LIFE INSURANCE 
TRUSTS 


The A. B. C. of Business Insurance 
Trusts—Basil S. Collins, C. L. U.,, 
Asst. vice president, Old Colony Trust 
Co., Boston. 1936. $2.00. 


Outline by case method of a practical 
sales plan for life underwriter and trust of- 
ficer. Principles of Business Life Insurance 
and Business Insurance Trusts set forth by 
one who is both a trust man and a char- 
tered life underwriter. 


Life Insurance Trusts—Guy B. Horton, 
Counsel, National Life Insurance Co. 
of Vermont. 1933; 67 pps. $1.50. 


A manual on aspects of life insurance 
trusts largely untouched by the courts. 
Stresses cooperation between underwriter, 
attorney and trust officer. 


Charitable Trusts—Ewan Clague. 1935. 
$1.00. 


A 138-page report of a study made by a 
Committee on Charitable Trusts of the Com- 
munity Council of Philadelphia to inquire 
into the operation of such trusts in the 
Philadelphia area. Recommends intelligent 
guidance for testators by lawyers and trust 
officers in drawing wills; urges against per- 
petuities and accumulations; and suggests 
full responsibility and large discretion for 
trustees. 


Community Trusts in the United States 
and Canada—Trust Division, A.B.A. 


1931. $1.00. © 


A survey of existing trusts with sugges- 
tions for organization and development of 
new foundations. 


Living Trusts——Gilbert T. Stephenson, 
Director, Trust Research, Graduate 
School of Banking. 1937; Second 
Edition. $4.00. 


A very readable source of practical in- 
formation describing the forms and advan- 
tages of living and life-insurance trusts in 
non-technical terms, this volume describes 
their origin, purposes and social possibili- 
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ties, which business and professional men 
would benefit in understanding. To the 
trust executive it offers guide-posts and 
suggestions based on experience in admin- 
istration of the several forms of living 
trusts, analyzing his services and duties and 
presenting discussion of actual problems of 
operation such as legal aspects, manage- 
ment of property, tax features and account- 
ing principles. Illustrated with complete 
forms of living trust agreements from 
numerous states. 


Creating and Conserving Estates—A. C. 
Robinson, Pres., Peoples Pittsburgh 
Trust Co., Pittsburgh, and Edward A. 
Woods. 1926; 258 pps. $3.00. 


A collaboration of two leading authorities 
in the field of life insurance trusts that de- 
scribes practical cooperation between life 
insurance and trust companies, outlining the 
functions and advantages of estate manage- 
ment coordinated with estate creation. The 
book presents a true picture of the precepts 
of the life insurance trust movement and 
the place of insurance in the estate. Well 
illustrated with charts, data and advertising 
copy, and including forms of insurance trust 
agreements. 


Some Legal Aspects of Life Insurance 
Trusts—Guy Horton, Counsel of Na- 
tional Life Insurance Co. of Vermont. 
1927; 48 pps. $1.50. 


A study of the legal problems involved in 
creating the trust and in the relations be- 
tween life insurance companies, beneficia- 
ries and trust companies. Examples of the 
usual incidents of life insurance trusts are 
given with citation of decisions defining 
their respective rights. 


Business Life Insurance Trusts—C. Al- 
ison Scully, V. P. Bank of The Man- 
hattan Co. of New York, and Franklin 
W. Ganse of John Hancock Mutual 
Life Insurance Co. 1930; 270 pps. 
$2.50. 


Dealing with life insurance trusts from 
viewpoint of the needs of business men and 
firms, this book completely describes the use 
of business insurance trusts for proprietor- 
ships, partnerships and corporations and ex- 
plains their applications. Problems of 
administration, including a comprehensive 
set of specimen agreements, are discussed, 
such as trustee duties, taxation and legal 


107 


questions, sources of new business and soli- 
citation technique, while essential points in 
negotiation are scheduled. 


Wills, Trusts & Estates—James L. Mad- 
den, V. P., Metropolitan Life Insur- 
ance Co. 1931; 249 pps. $2.50. 


Treating of wills and trusts as they are 
concerned with life insurance conservation, 
this book is a study of the modes for pro- 
tection of proceeds under optional settle- 
ments by life companies and under trust 
company services. Its purpose is the dis- 
cussion of legal, investment and distributive 
problems to furnish a complete guide to 
those acting as advisors to policyholders in 
estate planning. Includes chapters on Es- 
tate maintenance, Designation of benefi- 
ciary, Limitations, Use of insurance trust 
and Taxation with resume of actual insur- 
ance trust and typical forms. 


What Trust Men Should Know About 
Life Insurance—Franklin W. Ganse. 


What Life Insurance Men Should Know 
About Trust Business—Gilbert T. 
Stephenson. 1932; $1.25 each. 


Companion books dealing with problems 
in developing life insurance trust business, 
by two acknowledged authorities. Deal 
with questions the trust men and under- 
writers must know about the other’s work 
to cooperate effectively in developing this 
business and translating needs of insured 
into proper form. 


Living Insurance Trust—Mayo A. Shat- 
tuck of Massachusetts Bar. 1928; 138 


pps. $2.50. 


A practical discussion of the living trust 
and particularly life insurance trusts, it is 
a non-technical description of their history 
and usefulness, with outline of guiding legal 
principles, taxation of insurance and duties 
of the trustee. Contains selection of ap- 
proved forms and clauses covering general 
types of insurance trusts. 


CORPORATE TRUSTS 


Law of Corporate Mortgage Bond Is- 
sues—Ralph McClelland and Freder- 
ick §. Fisher, Jr. of the N. Y. Bar. 
1937. $15.00. 


A remarkable and practical treatise on 
the rights and duties of parties to corporate 
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trust indentures, with an analysis, clause 
by clause, of a specimen agreement. 


Liability of the Trustee Under the Cor- 
porate Indenture—Louis S. Posner, of 
the New York Bar. 1929. 120 pps. 


A reprint of the article in 42 Harvard 
Law Review No. 2. A thorough analysis of 
the problems of corporate trusteeship. Com- 
plete discussion of functions and duties. 


Work of the Corporate Trust Depart- 
ment—R. G. Page, vice president and 
P. G. Gates, asst. secretary, Bankers 
Trust Co., New York. 1926; 456 pps. 
$5.00. 


The only complete standard guide to prac- 
tical operation and functions of corporate 
trust and agency work. An authoritative 
exposition covering fiduciary practice in 
handling: Mortgages and Indentures, Sink- 
ing funds, Defaults and Reorganizations, 
Transfer and Registration duties, Collateral 
Trusts, Escrows, Payments, etc. Records 
of the entire department are illustrated by 
100 classified forms together with forms of 
agreements and _  indentures. Describing 
terms and practices, it is a reliable guide 
to all corporate trust services. 


The Transfer of Stock—Francis_ T. 
Christy of the New York Bar, Tax 
Counsel, 1929; 1012 pps. $15.00. 


An exhaustive guidebook for transfer 
agents and registrars, as well as for the 
transfer of securities in trusts and dece- 
dent estates. A crystallization of the ex- 
periences and rules covering subjects of 
Federal, Canadian and state inheritance and 
other taxes and statute provisions govern- 
ing legal rights and liabilities, summarized 
by states. Covers Issuance of securities, 
Conflicting claims, Assignment, Exemption 
statutes, etc. A collation of legal require- 
ments is arranged to guide transfers by ex- 
ecutors, administrators, guardians, agents, 
receivers and trustees of every jurisdiction, 
supplemented by comprehensive set of 
forms and provision for cumulative supple- 
ments. 


Outline of Functions & Requirements 
of Trustees—William D. Eaton of the 
U. S. Supreme Court Bar. 1928; 67 
pps. $3.50. 


A check list of action for banker, trus- 
tee and lawyer in issuance of investment 
securities. Includes outline of require- 
ments, legal forms and suggestions for 
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trustee under indenture and as transfer and 
paying agent and registrar, with list of 
necessary papers and provisions and notes 
on reorganizations. 


Corporate Foreclosures, Receiverships 
& Reorganizations, by John E. Tracy. 


Standard guide to procedure in the rep- 
resentation of holders of corporate securi- 
ties in cases of defaults, designed for trus- 
tees and counsel. Drawn from experience, 
it is a practical manual on every step of 
corporate rehabilitation, giving the law on 
all questions and the method of its applica- 
tion. Chapters include: Protective Commit- 
tees, Venue of Suit and Bill of Complaint, 
Powers & Duties of Receiver, Claims, Collec- 
tion of Assets, Issues & Proof, Sales & Dis- 
tribution of Proceeds, Reorganizations and 
Trusteeships by creditors. Elaborate, tested 
forms are provided. 


Legal Phases of Corporate Financing, 
Reorganization & Regulation, by Bal- 
lantine, Wickersham et al. 1926- 
1930; 513 pps. 


A series of lectures by prominent lawyers, 
dealing with their experiences in applying 
the law to the various phases of corporate 
finance; Rights under indentures, develop- 
ments in reorganization work, Anti-trust 
laws and commissions, Mergers, valuations 
and taxation are separately reviewed. 


INVESTMENTS 


The Purchase of Common Stocks as 
Trust Investments—C. Alison Scully, 
vice president, Bank of the Manhat- 
tan Co., N. Y. 1937. $1.00. 


Favors purchase of equities by trustees 
but stresses importance of considered judg- 
went and sound opinion. History of the 
conflict of theories. 


Mortgage Pools for Trust Investment— 
Malvin F. Gstalder, V.P. & T.O., First 
National Bank, Williamsport, Pa. 
1938; 136 pps. $1.50. 


Third in the trust research series, this 
thesis is an excellent discussion of collective 
investment of trust funds in mortgages 
from both practical and legal aspects. The 
mortgage pool plan is, according to the 
author, basically sound and offers many ad- 
vantages, particularly for small trusts and 
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odd balances. In view of the many legal 
and practical obstacles, Mr. Gstalder con- 
cludes that the solution to the problem “de- 
pends upon the regulation (by a comprehen- 
sive statute) of its [mortgage pool] estab- 
lishment, operation, maintenance, and clos- 
ing.” Presents a model law based on the 
Pennsylvania Act. 


Security Analysis—Benjamin Graham, 
and David L. Dodd, both of Columbia 
University. 1934; 725 pps. $5.00. 


Methods of analyzing individual issues, 
establishment of general principles of se- 
lection and protection of security holdings. 
Tests of safety. Critical examination of 
investment theories in light of 1927-1937 ex- 
perience. 


The A. B. C. of Municipal Bonds—Louis 
S. Lebenthal. 1937. $1.50. 


A simplified account of the main features 
concerning municipal bonds, including their 
past record and criteria for judging them. 


The Common Stock Theory of Invest- 
ment—Chelcie CC. Bosland, Brown 
Univ. 1987. $2.50. 


Coordinates findings, methods and as- 
sumptions of all significant factual investi- 
gations of recent years into the common 
stock theory of investment—the theory that 
common stocks are more profitable long- 
term holding than preferred stocks or bonds. 


Investment Policy of Trust Institutions 
—N. Gilbert Riddle, Asst. Prof. of 
Business Finance, Ohio State Univer- 
sity. 1934; 300 pps. $4.00. 


A comprehensive summary of investment 
organizations and policies of representative 
trust institutions in five states having large 
fiduciary business. After citing the growth 
of personal trust investment responsibility, 
the author describes the machinery funda- 
mental to investment supervision of trust 
funds, aspects of legal control, investment 
policies of the institutions surveyed and an- 
alyzes experience with 196 trust accounts, 
also commenting on economic trends and 
problems in major trust investment fields. 
81 tabulations and charts. 


Trust Investments—Frank C. McKinney 


of the New York Bar. 
1927; 549 pps. $5.00. 


' The standard authority on principles of 
investment for fiduciary funds and the legal 


2nd edition. 
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requirements of the various states and ter- 
ritories. Discusses the general types of se- 
curities suitable for trust funds, and gives 
concise statements of state laws govern- 
ing fiduciary investment, legal obligations 
and liabilities of fiduciaries with citations 
of important decisions affecting each type 
of security. Important problems arising in 
connection with diverse investment condi- 
tions are analyzed for each state, and typi- 
cal list of legal securities furnishes a guide 
to trustees. 

Also see: Perry—Law of Trusts & Trus- 
tees, supra. Kirkbride—The Modern Trust 
Company, supra. Loring—Trustees Hand- 
book, supra. 


ACCOUNTING 


Accountants’ Handbook—W. A. Paton, 
Univ. of Michigan, editor. 1937, 
1742 pps. $7.50. 


This collaboration of 70-odd authorities 
in this field covers all phases of accounting. 
Some 60 pages on fiduciary accounting in- 
clude many helpful suggestions. 


Bank Accounting Practice—L. H. Lang- 
ston, Columbia Univ. 1937. $5.00. 


Modern bank accounting in all its phases. 
Greater emphasis on commercial banking as- 
pects. However, several excellent chapters 
on corporate and personal trust accounting. 


Bank Cost Control—Benjamin E. Young, 
Comptroller, Commerce Trust Co., 
Kansas City, Mo. 299 pps. 1933. 


Two good chapters on Departmental Con- 
trols and Trust Department Costs, compris- 
ing about 8% of the book’s pages. 


Theory & Practice of Estate Account- 
ing—Frederick Baugh & William 
Schmeisser of the Baltimore Bar. 
1925; 348 pps. $4.00. 


Complete exposition of the practical ap- 
plication of general legal principles under- 
lying estate accounting, written to enable 
trustees and executors to keep their books 
in accordance with court requirements and 
avoid accounting difficulties. The duties 
and liabilities in connection with care of 
the estate by fiduciaries are expertly ex- 
plained under such headings as: Probate 
practice, Title to property, Inventory of es- 
tate, Corpus & Income accounts and distinc- 
tion of life tenant and remainderman, Pro- 
vides a thorough guide to preparation and 
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maintenance of schedules and accounts, il- 
lustrated by forms and examples. 


Estate Administration and Accounting 
—Chester J. Dodge of the New York 
Bar and Auditor, Surrogate’s Court of 
New York County. 1932; 395 pps. 
$5.50. 


Clarification of the law of decedent’s es- 
tates by illustration drawn from practical 
examples and citation of decisions, as ap- 
plied to the accounts of a fiduciary, parti- 
cularly explaining the methods of distri- 
bution under the New York amended laws 
of 1930. Estate accounting practices of 
more general application are covered in 
chapters dealing with Federal estate taxes 
and State inheritance tax computation, 
court procedure and payment of expenses, 
legacies and distributive shares. While 
discussions are confined to New York laws, 
the principles outlined and the practical 
suggestions with reference to satisfactory 
probate court accounting are generally sug- 
gestive. 


Estate Accounting—H. D. Greeley, At- 
torney-at-law and C. P. A., New York. 


1930; 107 pps. 


Beginning with definitions of accounting 
terms used in estate settlement, this book 
outlines the essentials in making each en- 
try, differentiating between types of ac- 
counts and illustrating by forms. 


Legal Accounting and Court Auditing— 
Herbert L. Davis, Former Auditor of 


the U. S. Supreme Court. 1928; 800 


pps. $10.00. 


Comprehensive treatise on estate and 
court auditing including rules, procedure 
and forms applicable to all jurisdictions. A 
guide to what the court expects from the 
fiduciary in matters of appraisal, invest- 
ment, assignments, tax matters, etc. de- 
signed to promote accord with their formu- 
lae and avoid difficulties. Practice in fed- 
eral and state courts is set forth, fortified 
by analysis of important rulings, and forms 
for proper reports. Furnishes a chart to 
fduciary duties. 


TAXATION 


Federal Taxes on Estates, Trusts and 
Gifts, 1936-37—Robt. H. Montgomery 
and Roswell Magill. 1937. $7.50. 
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An annual volume bringing up to date 
the law and practice on these problems of 
taxation. New points are covered also, es- 
pecially insurance questions, stock valua- 
tions and the tax on grantors of irrevocable 
trusts. 


in Current Tax Problems— 
1937; 


Studies 
Twentieth Century Fund, Inc. 
303 pps. $3.50. 


A masterpiece of research into problems 
of estate, inheritance and income taxation, 
prepared by such experts as Dr. Carl Shoup, 
Mabel Newcomer and Bernard L. Shimberg. 


Winslow’s Minimizing Death Taxes—C. 
Morton Winslow. 1937 edition. 144 
pps. $1.00. 


Analyzes exemptions and alternatives of 
taxation under inheritance, estate and gift 
taxes. Discusses various methods of alle- 
viating estate shrinkage. 


Inheritance Tax Calculations—S. Her- 
bert Wolfe, consulting actuary. 1935. 
$10.00. 


Explanation of methods of valuating va- 
rious interests for death tax purposes, e.g. 
dower and curtesy rights, life estates, an- 
nuities, contingent and vested remainders; 
all on various mortality tables and interest 
rates. 


Minimizing Taxes on Incomes and Es- 
tates—J. Blake Lowe and John D. 
Wright. 1937. $2.00. 


Compact and excellent analysis of tax 
avoidance vs. tax evasion. Practical illus- 
trations of suggestions for greatest reduc- 
tion in total tax. A considerable portion 
of the book is devoted to income and death 
taxes with special emphasis on estimated 
yields. 


Inheritance Taxation—Leon G. Simon, 
Faculty of New York University, New 
York, N. Y. 1925; 315 pps. $5.00. 


A full presentation of the theory and 
practice of inheritance taxation, outlining 
federal and state statutes and decisions af- 
fecting the transfer of property. The ap- 
plication of life insurance as offset to es- 
tate shrinkage is described together with 
chapter on valuation of annuities, and 
charts for calculating amount of tax to be 
imposed are presented. 
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MISCELLANEOUS 


Trusteeship of American Endowments 
—Wood, Struthers & Co., New York; 
1932; 151 pps. $4.00. 


Comparative study of investment expe- 
rience of leading universities, analyzing in- 
vestment principles and practices of thirty 
colleges by classification as to types of se- 
curity. Comparison with investment hold- 
ings of life insurance companies, including 
analysis of income. 


The Bank & Its Directors—Craig B. 
Hazlewood, V. P., First National 
Bank of Chicago. 
$3.50. 


Discussion of fundamentals of profitable 
bank management by a prominent authority. 
Specific suggestions for improving practices 
and policies, with comparative surveys on 
banking income and expenses. Includes ex- 


1929; 250 pps. 





AUTHOR 
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cellent chapter on duties and opportunities 
in trust department relations and super- 
vision. 


Escrows and Title Transfer—Norman 
L. Rulien. 1929; 138 pps. 


A systematic exposition of the customs 
and technique of escrows and related phases 
of title transfer, designed as a detailed 
manual of duties in performance of daily 
work and descriptive of requirements under 
the California law. 


Escrows—E. L. Farmer, vice-president, 
Title Insurance & Trust Co. of Los 
Angeles. 1931; 183 pps. 


Explains escrows and their uses, the man- 
ner of establishing and conducting escrow 
departments, and gives complete forms and 
full details for the drafting of instructions 
and agreements. Discusses rights of par- 
ties and cites court decisions, title records 
and evidences. 


NAME OF BOOK 
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The following attorneys, recognized authorities on fiduciary law, are collab- 
orating with Trust Companies Magazine to provide succinct digests of the most 
pertinent current decisions affecting fiduciaries. The case reports in the suc- 
ceeding section are selected and briefed at their discretion. 


CALIFORNIA: Walter L. Nossaman—Trust Counsel, Security-First National Bank of 
Los Angeles 

COLORADO: Montgomery Dorsey—Hughes & Dorsey, Denver 

CONNECTICUT: Allan K. Smith—Day, Berry & Howard, Hartford 

DELAWARE: Paul Leahy—Ward & Gray, Wilmington; Counsel, Delaware Trust Co., 
Union National Bank, Central National Bank, Industrial Trust Co. 

DISTRICT OF COLUMBIA: Arthur C. Keefer—Attorney-at-law, Washington, D. C.; 
Professor of Real Property, Washington College of Law 

FLORIDA: Warren L. Jones—Fleming, Hamilton & Diver, Jacksonville; Counsel, 
Barnett National Bank 

GEORGIA: Pope F. Brock—Spaulding, Sibley, Troutman & Brock, Atlanta; Counsel for 
Trust Company of Georgia 

ILLINOIS: R. J. Frankenstein, Jr—Chapman and Cutler, Chicago; Counsel, Harris 
Trust & Savings Bank 

INDIANA: William H. Krieg—Jones, Hammond, Buschmann & Gardner, Indianapolis; 
Counsel for Indiana State Bankers Association 

IOWA: Eugene D. Perry—Stipp, Perry, Bannister & Starzinger, Des Moines 

KANSAS: Marlin S. Casey—Counsel, Columbian Title & Trust Company, Topeka 

KENTUCKY: Squire R. Ogden—Gordon, Laurent, Ogden & Galphin, Louisville 

LOUISIANA: John M. Wisdom—Wisdom & Stone, New Orleans 

MAINE: Carroll S. Chaplin—Chaplin, Burkett & Knudsen, Portland 

MARYLAND: J. Crossan Cooper, Jr.—Venable, Baetjer & Howard, Baltimore 

MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn; Reporter and Lecturer for 
Corporate Fiduciaries Association of Boston 

MICHIGAN: George B. Shaeffer—Shaeffer and Dahling, Detroit; Counsel for Union 
Guardian Trust Company 

MINNESOTA: James E. Dorsey—Junell, Fletcher, Dorsey, Barker & Colman, Minne- 
apolis; Counsel for First National Bank & Trust Company, Minneapolis 

MISSOURI: Robert Neill, Jr—Thompson, Mitchell, Thompson & Young, St. Louis; 
Counsel for Mercantile-Commerce Bank and Trust Co. 

NEBRASKA: Frank D. Williams—Hall, Cline & Williams, Lincoln 

NEW JERSEY: J. Fisher Anderson—Counsellor-at-law, Jersey City; Counsel, New 
Jersey Bankers Association 

NEW YORK: Joseph Trachtman—Mitchell, Taylor, Capron & Marsh, New York; Coun- 
sel for City Bank Farmers Trust Company 

NORTH CAROLINA: Irving Carlyle—Manly, Hendren & Womble, Winston-Salem 

OHIO: R. P. Biechele—Attorney, The Cleveland Trust Company, Cleveland. 

OKLAHOMA: J. C. Pinkerton—Associate Counsel, First National Bank & Trust Co., 
Tulsa 

OREGON: Earl S. Nelson—Griffith, Peck & Coke, Portland 

PENNSYLVANIA: R. M. Remick—Saul, Ewing, Remick & Saul, Philadelphia 

RHODE ISLAND: Colin MacR. Makepeace—Tillinghast, Collins & Tanner, Providence 

TENNESSEE: Charles C. Trabue, Jr.—Trabue, Hume & Armistead, Nashville 

TEXAS: Robert Ring—Counsel, Houston Land & Trust Company, Houston 

VIRGINIA: Ellsworth Wiltshire—Wiltshire & Rives, Richmond 

WASHINGTON: Charles T. Donworth—Donworth, Paul & Donworth, Seattle; of 
Counsel for Seattle Trust & Savings Bank 

WISCONSIN: Ralph M. Hoyt—Shea & Hoyt, Milwaukee 

eee OF ONTARIO, Canada: T. D’Arcy Leonard, K.C.—Leonard & Leonard, 

oronto 
PROVINCE OF QUEBEC, Canada: Brooke Claxton—Stairs, Dixon & Claxton, Montreal 
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Fiduciary Decisions 


Raymond Sawyer Dies 


Raymond T. Sawyer, chief counsel for 
The Cleveland Trust Company and legal 
editor for Trust Companies, died June 21, 
1938, at his home at the age of 59, following 
an illness that had kept him from the bank 
for nearly a year and a half. 

Mr. Sawyer was an acknowledged author- 
ity on fiduciary law, having contributed 
many articles to legal publications as well 
as Trust Companies, and having made many 
addresses before local and national bar as- 
sociations. He was also widely known as 
the man who helped the late F. H. Goff, a 
former president of The Cleveland Trust, 
create the Cleveland Foundation, the first 
community trust which has since been 
copied in more than 50 American cities. 
Mr. Sawyer drafted the original resolution 
for the Foundation, which was passed by 
the board of directors of the trust company 
in 1914, and also worked out the details 
when the Foundation was placed under the 
multiple trusteeship of all Cleveland trust 
companies in 1931. 

Mr. Sawyer was born in Cleveland, April 
29, 1879. His ancestors were pioneers from 
Connecticut, who settled in the Western Re- 
serve at Brimfield, near Kent, Portage Coun- 
ty. His father was the late Dr. Pascal H. 
Sawyer, former Cleveland physician. 

After being graduated from Kenyon Col- 
lege in 1900 and the law school of Western 
Reserve University in 1903, Mr. Sawyer en- 


Bar Relations—Practice of Law by 
Probate Judge in Administration of 
Estates Condemned 


Kansas—Supreme Court 
Wheat v. Hilkey, 148 Kan. 60. 


In an action brought against a probate 
judge to enjoin him from continuing to vio- 
late the provisions of the criminal statute, 
G. S. 1935, 21-1601, where the evidence 
shows that he filled blanks for executors, 
administrators and others interested in the 
settlement of estates of deceased persons, 
which papers were filed in his office, and 
that he advised such interested officers and 
persons as to the proper steps to be taken 


tered the practice of law with the firm of 
Kline, Carr, Tolles & Goff. He remained 
there until 1909 when he joined The Cleve- 
land Trust Company as assistant counsel at 
the request of Mr. Goff, who a year pre- 
vious, had been persuaded to accept the 
presidency of the bank. In 1913, Mr. Saw- 
yer was named chief counsel of the trust 
company and in 1934, a member of the Ex- 
ecutive Committee. On May 3, 1934, he re- 
ceived a watch from the bank, commem- 
orating 25 years’ service with the institu- 
tion. 

He was a member of the Cleveland and _ 
Ohio bar associations, the Nisi Prius, Un- 
ion, University and Mayfield clubs, and was 
one of the organizers and later president 
of the Canterbury club. He was also a trus- 
tee of Kenyon College, an honorary fellow 
of the Cleveland Medical Library Associa- 
tion, and a member of Psi Upsilon and Phi 
Delta Phi fraternities. 

He is survived by his widow, the former 
Mabel Schryver, and two sons, Raymond T., 
Jr., a graduate of Kenyon and Western Re- 
serve universities, now in the law office of 
Baker, Hostetler & Patterson, and George 
Pascal Sawyer, who will be a senior at Yale 
University, next year. We, on the staff of 
Trust Companies, who met him just before 
the illness which took him from the bank, 
extend our sincerest sympathy to his be- 
reaved family. 


and things to be done in the settlement of 
the estates, it is held: (1) that injunction 
is a proper remedy to prevent the further 
violation of the provisions of such statute, 
although it is a criminal statute where 
fines are prescribed for its violation; (2) 
that the preparation of the usual and or- 
dinary papers to be filed and used in pro- 
bate court in the settlement of the estates 
of deceased persons and the giving of ad- 
vice and counsel to executors, administra- 
tors or other persons interested in estates 
being settled in the probate court, other 
than what the law specifically requires the 
probate judge to do, is performing a ser- 
vice as attorney or counselor at law; (3) 
that a probate judge who performs such 
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service in any case pending in his court 
has violated the inhibition of such statute 
and is subject to the issuance of a perman- 
ent injunction against the continuance of 
such performances; and (4) that the com- 
mon or general disregard of the provisions 
of such act is no justification of a further 
or continued disregard of its provisions. 


a, 


Beneficiary Relations—Relief Against 
Trustee Denied When Against 
Equity and Good Conscience 


Illinois—Appellate Court 
Haw v. Haw, 295 Ill. App. 488. 


Bill was filed for successor trustee and 
an accounting. Successor trustee was ap- 
pointed and on the accounting administra- 
tors of deceased trustee were ordered to pay 
to successor trustee $4,491.72. Complain- 
ant had transferred all of her property to 
deceased trustee. Net income was to be 
paid to settlor for life. On her death the 
trust was to terminate and the property 
distributed to her children. The trustee 
managed the property until his death and 
purchased a house in the State of Washing- 
ton out of the trust as a home for the set- 
tlor, in which she was living at the time of 
the trial. The deceased trustee made re- 
mittances to settlor aggregating several 
thousands of dollars more than he had re- 
ceived from the trust estate and made no 
charge for his services. 

The lower court held that the trustee paid 
more money than the net income of the 
trust, that the excess payments were made 
without authority and contrary to law and 
the trustee was not entitled to a credit on 
his accounting for such excess payments 
and was not entitled to recover them from 
the complainant, but that the trustee was 
entitled to a credit in the amount of $5,- 
325.55 for the rental value of the home. The 
credit of this amount was the principal item 
involved in the appeal. The administrators 
of the deceased trustee’s estate contended 
that the excess payments were made on ac- 
count of letters and telegrams, from com- 
plainant to the trustee imploring and de- 
manding money, and that the estate of the 
deceased trustee ought not be called upon 
by the complainant and her children to 
again pay the money “upon the theory the 
trustee had no legal right to pay her this 
money to keep her and her family alive and 
that it was not ‘income’ paid to her.” 

HELD: The court should have allowed 
full credit for the payments. There are 
several considerations which render com- 
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plainant’s situation one which neither ap- 
peals to the conscience of a court of equity, 
nor inclines it to strain any rule of law in 
her favor. She herself is liable to the trust 
for the trust properties which she has re- 
ceived and used. Directly or indirectly, she 
received the whole of it. The complainant’s 
demand is repugnant to equity. 


As to the claim that complainant’s minor 
children could not be bound by the action 
of their mother in spending more than the 
income of her property and that the duty 
to support minor children is on the father 
and not on the mother, the court held that 
the evidence showed that the father was 
ill and out of work, and that the money sent 
by the trustee was used to buy necessaries 
for the children. In any circumstances, a 
court of conscience will examine the extra- 
ordinary facts to determine whether it will 
enforce the rule requiring a trustee to ac- 
count where it would make the enforcement 
of the rule questionable. The decree of the 
lower court is reversed and the cause is re- 
manded with directions to enter a decree 
finding the estate of the deceased trustee in 
no way liable. 


a, 


Beneficiary Relations—Right of Bene- 
ficiary to Inspection of Trustee’s 
Records 


California—Supreme Court 


Union Trust Company of San Diego v. Superior 
Court, 96 Cal. Dee. 11. 


In suit by Union Trust Company against 
one Novotny to recover deficiency judgment 
defendant cross complained against Trust 
Company to recover damages for breach of 
a trust, No. 5771, administered by it of 
which defendant was beneficiary. On ap- 
plication of defendant trial court made order 
directing plaintiff to give defendant inspec- 
tion and permission to take copy of entries 
of account and documents and papers men- 
tioned in Novotny’s affidavit in support of 
application, these items being in general all 
entries in plaintiff’s records relating to 
Trust 5771 and its assets, all appraisements 
of property held in said trust, all entries 
relating to fees received by plaintiff in con- 
nection with that trust and all documents, 
papers, etc. signed by two designated par- 
ties relating to the affairs, assets and se- 
curities of the trust and the management 
thereof. Plaintiff having refused to com- 
ply with order, trial court entered order that 
no trial of action would be had until thirty 
days after inspection granted. 
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Present proceeding for writ of mandate 
brought by plaintiff trust company to com- 
pel vacation of this order and setting of 
cause for trial. Writ denied. Court re- 
gards legality of order of inspection as 
question involved. 

HELD: (1) Defendant’s cross complaint 
charging negligence and fraud in adminis- 
tration of trust and affidavit for inspection 
sufficiently show materiality of evidence 
presumably contained in records sought to 
be examined. 

(2) Referring to plaintiff’s principal con- 
tention that records were not sufficiently 
identified in the order for inspection, court 
says literal accuracy in description of papers 
and possession of adverse parties not re- 
quired. It is sufficient that: they be de- 
scribed with such certainty only as should 
reasonably apprise custodian of records of 
that which may be desired. Under circum- 
stances of this case description sufficient. 

(3) Above conclusions reinforced by ex- 
istence of fiduciary relationship between 
parties. In such case ordinary strictness 
of rule relating to right of inspection is 
greatly relaxed, as beneficiary has right to 
full and complete inspection of all records 
with relation to trusts. 


a -() 
Compensation—Charge of Commis- 


sions Against Corpus Not Allowed 


Connecticut—Supreme Court 


The Bridgeport-City Trust Company, Trustee v. 
The First National Bank and Trust Company of 
Bridgeport, Trustee, et als. July 13, 1938. 


The plaintiff trustee instituted this action 
for the advice of the court upon the question 
as to whether a corporate trustee may 
charge against the corpus of the trust a por- 
tion of its annual fee for services. 

The plaintiff contended that its services, 
consisting of continuous skilled supervision 
of the securities comprising the corpus and 
the making of resultant changes in invest- 
ments, being for the preservation and in- 
crease of the principal as well as the in- 
come and a modern development foreign to 
the more simple conditions formerly obtain- 
ing, when administration was less complex 
and difficult, are so “extraordinary” as to 
be so far regarded as an exception to the 
rule as to warrant an apportionment of its 
periodic charges between principal and in- 
come. 

HELD: 1. The general rule and practice 
in this state has heretofore been that under 
ordinary circumstances, unless otherwise di- 
rected in the instrument creating the trust, 
the trustee’s compensation is payable out 
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of the income, if that be sufficient for the 
purpose, and is allowed and paid as a lump 
sum either periodically or at the closing of 
the trust. 

2. Since many trusts in existence in this 
state, in which no express direction as to 
trustees’ fees has been given, have been 
created in contemplation of the general rule 
hitherto prevailing and with an imputed 
intent and a justified expectation that trus- 
tees’ compensation for ordinary adminis- 
tration, during the continuance of the trust, 
would be paid out of income, without dimin- 
ution thereby of the principal fund, the 
court is not justified in inaugurating by 
judicial fiat the innovation which the plain- 
tiff seeks. 

3. If the considerations urged by the 
plaintiff in support of its contention are 
sufficiently weighty to justify its adoption, 
it is a proper matter for legislative action. 

4. The plaintiff is not entitled to charge 
against principal the amount specified in its 
annual account. ; 

a 


Distribution—Construction of Devise 
to “Heirs of the Body in Fee Sim- 
ple” 


Kansas—-Supreme Court 


Meyer v. Meyer, 146 Kan. 907. Opinion on re- 
hearing, 147 Kan. 664. 


The court on the original argument held 
that the will in this case created a life es- 
tate with a contingent remainder and not a 
fee tail. (See 66 Trust Companies 385, 
March 1938.) 

In the opinion on rehearing, the court 
held the same way, referring to two cases 
decided the same day as the Meyer case on 
rehearing. 

The specially concurring opinion of Chief 
Justice Dawson is as follows: 


“TI acquiesce in the decision of the majority of 
the court, chiefly because I believe that through 
experience the bench and bar of this state have 
come to the view that estates tail do not accord 
well with our Kansas policy of preserving as far 
as practicable the simplicity of land titles, and 
that our courts should scrutinize more critically 
the language of wills and conveyances which in 
some cases we have heretofore held to create es- 
tates tail.” 


a 
Distribution—Creation of Trust by 
Use of Precatory Words 


North Carolina—Supreme Court 
Brinn v. Brinn, 213 N. C. 282. 


Will of the testator provided: 


“3. I bequeath to my beloved wife, Lillabelle 
W. Brinn, my entire real and personal property 
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—as long as she remains my widow—to be handled 
as she chooses.” 


“4, In the event of her marriage, it is my will 
that she retain only one-fifth interest in my es- 
tate and that the balance be divided equally 
among my four children.” 


“5. In leaving my entire estate to my wife, to 
be handled as she chooses as long as she remains 
my widow, I make the following request of her: 

(a) That she deal fairly and equally with 
our four children. 


(b) That she consider amounts that I have 
advanced to them, ***’’ 


“6. In the event of my wife’s death before she 
may have fully executed my request, I desire that 
my estate be equally divided between my four 
children as hereinbefore specified, and that all my 
request be carried out, and **** my son, Preston, 
be made administrator, or executor, with author- 
ity to carry out my wishes.” 


The widow and executrix of the will 
brought suit to procure an interpretation 
of the will and for an adjudication of the 
rights of the respective parties named in 
the will. The main question involved was 
whether or not the estate acquired by her 
under the will was impressed’ with a trust. 
The earlier American decisions followed the 
rule formerly prevailing in England to the 
effect that whenever property is given, 
coupled with expressions of “request, desire 
or recommendation,” that the person to 
whom it is given will use the same for the 
benefit of another, the donee will be con- 
sidered a trustee for the purpose indicated 
by the donor. The later cases, both in Eng- 
land and in this country, hold that in the 
absence of a clear indication to the contrary, 
expressions of wish, desire, etc., are to be 
taken as used in their commonly accepted 
sense and are not to be artificially construed 
by the court as a trust, unless it clearly 
appears from the consideration of the will 
as a whole that it was so intended by the 
testator. 


HELD: That a trust was created since 
the following conditions were complied with 
by the terms of the will: (a) That they are 
so used to exclude all option or discretion 
in the party who is to act, as to his acting 
according to them or not; (b) the subject 
is certain, and (c) the objects expressed are 
not too vague or indefinite to be enforced. 
Furthermore, those in behalf of whom the 
requests were made were the natural ob- 
jects of the bounty of the testator, and no 
other disposition of the remainder of the 
estate after the limited estate was made. 


—~-——0 


Faith is the continuation of reason. 
—William Adams. 


TRUST COMPANIES 


Distribution—Interpretation of “Is- 
sue” 


Connecticut—Supreme Court 
Dolbeare v. Dolbeare, 124 Conn. 286. 


A testator gave the residue of his estate 
to his wife for life, and disposed of the re- 
mainder as follows: 


“The balance of the said residuum, I give, de- 
vise and bequeath to my brother ‘A’ and my sis- 
ter, ‘B’ in equal shares if they survive my said 
wife; . . . and in the event that neither be living 
at the death of my said wife, then the issue, then 
living, of my said sister, shall take the share to 
which their mother would have been entitled had 
she been living.” 


Neither A nor B survived, and the sub- 
stitutionary gift to the issue of B became 
effective. One son of B was alive and had 
one living son. ‘Two other sons of B were 
deceased, but each left living children at 
the time of the death of the testator’s wife. 
The court of probate decreed that the bal- 
ance of the residue should be distributed 
to the living son of B and to the children of 
her deceased sons. The living son appealed 
to the Superior Court, and that court sus- 
tained the appeal and found him entitled 
to the entire balance. 


The question before the court is whether 
by the provision in the will that, should B 
and her brother predecease the testator’s 
wife, the “issue” then living “shall take the 
share to which their mother would have 
been entitled had she been living’’, the tes- 
tator intended to make the gift only to the 
children of B, or intended to include the is- 
sue of any child of B who had deceased. 


HELD: 1. The Superior Court erred in 
basing its decision upon a rule of interpre- 
tation to the effect that the word “issue” 
when used in correlation with the word “par- 
ent” or the like will be taken to mean 
children. 


2. There is a growing tendency to regard 
the fact that the word “issue” is used in 
correlation with the word “parent” and the 
like as merely a circumstance to be con- 
sidered, and not to apply a definite rule of 
interpretation which in such a case would 
give it the meaning of children. 


3. In the common parlance of today, is- 
sue is not ordinarily used when children are 
intended; indeed, its use with that mean- 
ing would sound to us strange and stilted. 

4. As between an indication from the use 
of the word “mother” in the provision in 
question that by issue the testator meant 
children, and the improbability of an intent 
on his part that, if any of B’s children died, 
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their children should be excluded from the 
inheritance, the latter is much the more 
weighty consideration. 
5. The residue should be distributed as 
the court of probate ordered. 
——_————0 


Distribution—Right of Election of 
Surviving Spouse—Reversion and 
Not Remainder Created by Trust 
Established After Marriage—Mat- 
ter of Miller Overruled 


New York—Court of Appeals 


City Bank Farmers Trust Company v. Miller, 278 
N. Y. 134. 


A note on the Supreme Court decision in 
the Matter of Miller case (163 Misc. 459; 
N. Y. L. J. June 3, 1937) appeared in 64 
Trust Companies 757 (June, 1937). The 
ruling of the Supreme Court was affirmed 
unanimously without opinion by the Ap- 
pellate Division, First Department, 253 App. 
Div. 707. In the Court of Appeals it was 
argued on behalf of the settlor’s husband 
that the trust agreement gave rise to a re- 
version (not a remainder subject to a power 
of appointment) and that, therefore, the 
husband by virtue of the exercise of his 
right of election, should share in the inter 
vivos trust property. 

HELD: The trust agreement expressed 
an intention on the part of the settlor to 
create a reversion which passed to her ex- 
ecutors subject to the husband’s right of 
election and the administration of the fund 
in accordance with her will. 

———__ 


Distribution — Spendthrift Trusts — 
Inalienability of Corpus—Effect of 
Assignment 


California—Supreme Court 
Kelly v. Kelly, 95 Cal. Dec. 500. 


Defendant husband was remainderman 
under trust created by his father in Penn- 
sylvania, terminating on death of defen- 
dant’s mother. As part of property settle- 
ment with plaintiff wife he assigned his in- 
terest in this trust together with other prop- 
erty. Present parties had appeared in 
Pennsylvania on distribution of trust and 
Pennsylvania court had held assignment in- 
valid and that spendthrift provision applied 
to corpus distribution. Court in present de- 
cision regards Pennsylvania ruling as de- 
termining only question of inalienability of 
fund while in trustee’s possession. Present 
action brought by wife to have husband de- 
clared trustee for her and her minor chil- 


11? 


dren of certain moneys received from fath- 
er’s trust, or for value of property plaintiff 
would have received if defendant had per- 
formed his promise. Judgment for defen- 
dant reversed. 

HELD: (1) Voluntary assignment by 
spendthrift confers no right on assignee to 
demand payment from trustee. 

(2) After beneficiary has actually re- 
ceived trust property, restraints on its alien- 
ation cease and creditors may reach it. 

(3) Since testator showed intent prop- 
erty to reach defendant’s hands free of all 
liens and charges, the court cannot, with- 
out doing violence to this intent, hold bene- 
ficiary receives property impressed with 
trust for his assignee. 

(4) Notwithstanding foregoing, promise 
by beneficiary to pay over trust property 
when received by him, though invalid as to 
specific trust property, is valid as contract 
and beneficiary liable for breach, damages 
being ordinarily value of property which 
promisee would have received had benefi- 
ciary performed promise. Plaintiff there- 
fore entitled to judgment for damages so 
computed. 

(5) Court incidentally refers to and ap- 
proves station in life rule, citing Canfield v. 
Security-First National Bank of Los Ange- 
les, 8 Cal. App. (2d) 277 (66 Trust Com- 
panies 512, April 1938). 


a ooo 


Distribution—Validity of Agreement 
Between Fiduciary and Beneficia- 
ries Altering Method of Distribu- 
tion Prescribed in Will 


California—Supreme Court 


Carr v. Bank of America National Trust & Sav- 
ings Association, 95 Cal. Dec. 507. 


Carr died testate 1929, leaving $120,000 
estate consisting mainly of stock of Trans- 
america Corporation, holding company own- 
ing stock of defendant bank, which was 
named as executor and trustee. Will cre- 
ated four trusts aggregating $49,000 for 
benefit of two minor children, Harriette and 
Philip. Estate was ready to close May 29, 
1930, at which time, although stock had 
greatly declined, it was still worth some 
$31,000 in excess of amounts required to 
satisfy trust legacies. Hearing on petition 
for distribution set for June 12, 1930, and 
postponed from time to time, the stock con- 
tinuing to decline. At suggestion of Bank, 
agreement entered into with heirs to effect 
that court would be asked to distribute 
shares of stock to fill trust legacies, shares 
not to be sold until market value exceeded 
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amount necessary to satisfy legacies, after 
which widow might demand that stock be 
sold and excess turned over to her. Court 
distributed estate September 30, 1930, in 
accordance with agreement. 


On attaining majority Philip and Har- 
riette disaffirmed agreement and filed suits 
against Bank to recover cash value of trusts 
in their favor aggregating $49,000, less 
amounts already received by them from 
Bank as trustee. From judgment in favor 
of Bank, Philip appealed (Harriette’s ap- 
peal had previously been dismissed). Judg- 
ment affirmed. 


HELD: (1) Leaving aside agreement of 
August 30, 1930, beneficiaries’ rights fore- 
closed by settlement of executor’s account. 
Ringwalt v. Bank of America, 3 Cal. (2d) 
681. 


(2) Procurement of agreement of August 
30, 1930, does not amount to extrinsic fraud 
on part of Bank so as to render order set- 
tling executor’s account subject to attack 
by beneficiaries of estate who were minors. 
Question of advisability of making distribu- 
tion in contravention of will creating trust 
bequests was directly presented to court for 
adjudication. Court’s decree foreclosed 
present contention that agreement was 
fraudulently procured in order to cover up 
its own wrongdoing in failing to sell stock 
in order to support market for similar 
shares held by bank as collateral to loans. 


(3) Same considerations exonerate bank 
in its capacity as trustee, since order of 
final distribution conclusively determined 
that method of distribution therein provid- 
ed for was proper and advisable. 


(4) Court refuses to surcharge trustee 
on ground of partial surrender to widow of 
control of trust estate, since trust property 
came into hands of trustee burdened with 
agreement of August 30, 1930, and it cannot 
be held liable for abiding by terms of de- 
cree. 


NOTE: This case has important bearing 
on liability of testamentary trustee for ac- 
quiescing in plan whereby decree of distribu- 
tion modifies terms of will to possible detri- 
ment of trust. Necessary inference seems 
to be that in absence of extrinsic fraud in 
procurement of decree of distribution, neith- 
er executor nor trustee is liable for propos- 
ing or acquiescing in decree which parties 
and court regard as for best interests of 
estate, even though later events disappoint 
these expectations. 
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Individual and Corporate Fiduciary— 
Release of Trustees—Where Joint 
Trustees are Jointly and Severally 
Liable for Loss to Trust Estate, Re- 
lease of One Discharges Other 


Virginia—Supreme Court of Appeals 


First & Merchants National Bank v. Bank of 
Waverly, 197 S. E. 462. 


Trustee A and Trustee B were trustees 
under a trust created under a decedent’s 
will. Trustee B wrongfully made improper 
investments for the trust estate, and Trus- 
tee A negligently permitted this to be done. 
Later Trustee B was placed in receivership 
because of insolvency. Thereupon Trustee 
A and others filed a petition setting forth 
Trustee B’s breach of trust and claiming a 
lien upon Trustee B’s assets for the loss to 
the trust estate. A compromise was ef- 
fected with the receiver and approved by 
the decree of the court whereby the receiver 
paid to Trustee A and a newly appointed 
trustee one-half of the alleged loss in full 
settlement of all claims against Trustee B. 
Subsequently, a later appointed trustee and 
the beneficiaries of the trust instituted suit 
against Trustee A because of its negligence 
in permitting Trustee B to commit the above 
mentioned breach of trust. Trustee A con- 
tended in said suit that the release of Trus- 
tee B operated to discharge Trustee A from 
all liability for the loss sustained by the 
wrongful acts of Trustee B. 


HELD: Trustee A was so discharged. 


NOTE: The majority opinion adhered to 
the well established doctrine in Virginia 
that a release of one tort feasor operates 
as a discharge of all other tort feasors 
jointly and severally liable and held that 
this doctrine applied with full force even 
though the tort feasors were joint fiducia- 
ries. A strong dissenting opinion by one 
Justice maintained that this doctrine should 
not be extended to joint fiduciaries for the 
loss of trust funds unless it appeared that 
the beneficiary of the trust, after being fully 
informed of all of the facts and of his legal 
rights, accepted a settlement from one trus- 
tee as a complete discharge of all liability 
for the loss sustained. 


re) 


Samuel O. Clark has been appointed di- 
rector of the new Reorganization Division 
of the Securities and Exchange Commission. 

Edmund Burk, Jr., has been named as as- 
sistant director of the new division and 
Martin Riger, supervising attorney. 
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Investments—Purchase of Mortgage 
on Non-Income Producing Property 
Not Improper 


Pennsylvania—Supreme Court 


Heyl’s Estate, January Term, 1938, No. 145-6, 
affirming Orphans’ Court of Philadelphia County. 


The lower court had decided that the mere 
fact that a property was not producing suf- 
ficient income to pay taxes, etc. at the time 
the mortgage investment was made, was 
not, of itself alone, sufficient to surcharge 
a fiduciary for an imprudent investment. 
This was affirmed by the Supreme Court 
(in an opinion by Mr. Justice Schaffer, June 
30, 1938) wherein it held: 


“Appellants, who are beneficiaries of this 
trust estate, seek to surcharge the trustees, 
because they invested moneys of the trust 
in (1) a mortgage on property which does 
not yield an income, (2) in a mortgage on 
property which does not yield sufficient in- 
come to meet taxes on the property and the 
interest on the mortgage, (3) in an overdue 
mortgage, the term of which has not been 
extended, without first having the real es- 
tate reappraised to ascertain its value. The 
learned Orphans’ Court declined to make 
any surcharge. 


“The broad proposition stated in appel- 
lants’ brief is that a mortgage secured upon 
real estate, producing no income, or income 
insufficient to meet taxes and interest on 
the mortgage, is not a proper investment 
of trust moneys. If we should affirm this 
proposition, and announce it as a rule of 
law, there would be further havoc added to 
that now financially existing, because it 
would upset financial investment customs 
which have existed throughout the Com- 
monwealth for generations. Income from 
the properties mortgaged would not have 
been taken into account in many, if not all, 
of these instances by the persons making 
the loan, for the reason that this is not the 
way mortgage loans have been made. They 
have been negotiated on a percentage of the 
market value of the property securing 
them. The best assurance that a mortgage 
would be paid, principal and interest, was 
to be found in the estimated sale price 
above the amount of the mortgage, that a 
mortgagor, having an equity of one third 
or more in the property, would be spurred 
to payment by his stake therein. 


“Income from real property, and by this 
is largely meant rents, is far from being 
the best criterion of value. The test in the 
minds of wise investors is what would the 
farm sell for in average times. ‘Be sure 
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your principal is safe’ was the maxim of a 
wise and far seeing financier. That should 
be the first thought and the guiding sign 
board for all who invest other peoples’ 
funds. It is not even suggested in this case 
that at the times the loans were made the 
trustees did not have full reason to think 
the intrinsic values of the properties war- 
ranted them.” 

The specific investments were reviewed 
and approved: 

“It is stipulated that the appraiser who 
in each instance made the appraisement for 
the trustees and who was employed by the 
corporate trustee, ‘was especially familiar 
with real estate values.’ It is easy now, in 
view of the happenings to values in the past 
eight years, to conclude that the appraise- 
ments placed upon the properties are too 
high, measured by today’s market price, but 
no one had.the prescience and judgment at 
the time these loans were made to forecast 
the conditions which exist today. 

“We conclude that nothing brought to our * 
attention would warrant the surcharge of 
the trustees.” 


a 


Investments — Unsecured Loan of 
Trust Funds Held Improper 


Oregon—Supreme Court 
Marshall v. Frazier, June 14, 1938. 


The statement is often found that a trus- 
tee who is granted discretionary power 
owes a duty to the beneficiary in adminis- 
tering the trust to exercise such care and 
skill as a man of ordinary prudence would 
exercise in the management of his own 
property. 

The Court of Chancery of Delaware in the 
case of In re Cook’s Trust Estate, 20 Del. 
Ch. 123 (171 Atl. 730), after referring to 
the foregoing general rule as to the care 
required of a trustee, goes on to say that 
“ ‘such care and skill as a man of ordinary 
prudence would exercise in dealing with his 
own property’ is not the standard he would 
use in dealing with his own property if he 
had only himself to consider; his ‘duty 
rather is *** to take such care as an ordin- 
ary prudent man would take if he were 
minded to make an investment for the bene- 
fit of other people for whom he felt morally 
bound to provide.’ In other words, he must 
take no risks which would not be taken by 
an ordinarily prudent man who is trustee 
of another person’s property.” *** 

In United States National Bank & Trust 
Co. v. Sullivan, 69 Fed. (2d) 412, the court 
states: 
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“If a trustee acts within his powers, good 
faith is a defense to a charge of mistaken 
judgment. If a trust provision gives the 
trustee wide powers of investment he may 
exercise his sound discretion within those 
limits, and his actions with respect thereto 
are not to be tested by considerations of 
what may be termed ‘hindsight’ judg- 
ment. ***” 

The criterion is not the degree of care 
which a particular trustee exercises in his 
own affairs of a like sort or in business 
matters generally. That he has speculated 
with his own funds instead of safeguarding 
the income and principal for the benefit of 
himself and his family does not prove that 
he measured up to the standard required of 
him as a trustee if he speculated with trust 
funds. There is also required of a trustee 
the utmost. good faith. In determining 
whether a trustee has used some discretion 
in the investment of funds entrusted to him, 
it is necessary for the court to place itself 
in the position in which the trustee was at 
the time of making the investment. It is 
a rule of almost universal application that 
a trustee who lends trust money without se- 
curity therefor is to be regarded as not 
exercising sound discretion. Loans to in- 
dividuals or corporations of trust money in 
return for only the note of the borrower 
are generally condemned. 


——————0 


Jurisdiction—Conflict of Laws—Exe- 
cutor May Transfer Trust Estate to 
Foreign Trustee Who Has Not 
Qualified at Domicile When Seat of 
Administration of Trust is Fixed in 
State of Trustee 


New York—Surrogate’s Court, Westchester County 
Matter of McAuliffe, 167 Misc. 783. 


Stock of a Rhode Island brewery company 
constituted the bulk of the estate of the 
testator, who was domiciled in New York. 
The brewery company was established by 
the testator’s father and its stcck was close- 
ly held by the family. The stock was on 
deposit with voting trustees in Rhode Is- 
land. The will named a Rhode Island trust 
company as trustee of the residuary trust. 
The Rhode Island trustee did not qualify in 
New York (although it could have done so 
under reciprocity existing between the two 
states); notwithstanding that, the trust es- 
tate was delivered to the foreign trustee by 
the executor. Because of lack of testa- 
mentary direction it would not have been 
permissible to retain the stock under New 
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York law; under Rhode Island law retention 
was permissible. The executor was the sole 
life beneficiary of the trust, her “heirs” 
were the remaindermen. In a proceeding 
for the settlement of the executor’s account 
approval of the distribution to the foreign 
trustee was sought; all the interested par- 
ties joined in requesting the court to hold 
that the testator intended the trust to be 
administered in Rhode Island in order to 
facilitate retention of the stock. 

HELD: That the seat of administration 
of the trust was fixed in Rhode Island and 
that it should accordingly be there admin- 
istered under Rhode Island law; and that 
the trustee did not have to qualify in New 
York because the New York requirements 
as to qualification of trustees apply only to 
trusts which are to be administered in New 
York. The Surrogate, observing that there 
were only New York dicta and no applic- 
able direct authorities, cited in support of 
his decision 2 Beale, Conflict of Laws, § 297.1 
and .2; Conflict of Laws Restatement, § 298 
(The New York dicta were in cases involv- 
ing trusts created by persons domiciled out- 
side of New York to be administered in New 
York.) In the instant case the court was 
professedly influenced in arriving at its de- 
cision by the fact that a contrary holding 
would have led to heavy loss, it having been 
testified that sale of a large block of the 
stock would be disastrous. 


te) 


Life Tenant and Remainderman—An- 
nuity Payable Out of Income Not 
Cumulative Where All Income Dis- 
posed Of. 


Illinois—Appellate Court 
Fate v. Fate, 295 Ill. App. 271. 


Will provided that $200 per month should 
be paid to widow. Out of the remainder of 
the income there was to be paid to certain 
nieces and nephews $50 per month each. 
Balance of income was divided one half to 
widow and remaining one half to the nieces 
and nephews. Income for a number of years 
was insufficient to pay widow’s annuity. Be- 
cause of increasing income, it was appar- 
ent that future income would exceed $2,400 
per year. Widow claimed arrearages in 
payments to her were cumulative and a 
charge upon subsequent surplus income. 

HELD: In order to determine question, 
it is necessary to take into consideration 
whether payments provided for are a 
charge on income generally and if the terms 
of the will permit of an accumulation of 
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surplus income, or if the entire income is 
disposed of in such manner as to prevent 
the accumulation of surplus earnings. Here 
it is apparent that the annuities provided for 
are in fact but gifts out of income of the 
trust fund, and it is equally apparent that 
the testator did not intend that any surplus 
income should accumulate with which ar- 
rearages could be paid. Since the testator 
disposed of all surplus income, the widow 
was not entitled to have arrearages made 
up out of future income receipts. 


- a0 


Life Tenant and Remainderman—Ap- 
portionment of Fund Derived From 
Sale at Loss of Property Acquired 
Under Foreclosure 


Pennsylvania—Supreme Court 


Nirdlinger’s Estate, 1938, 
269, 271. 


January Term, Nos. 


After the Supreme Court first considered 
“the question of the apportionment between 
life tenant and remainderman of the pro- 
ceeds of a mortgage investment, where a 
trustee has had to foreclose the mortgage, 
buy the property covered at the foreclosure 
sale, hold it for a time and then sell it at 
a loss” in this same estate (327 Pa. 171, 193 
Atl. 30) (Trust Companies, July 1937, page 
121 and June 1936, page 676), important 
questions arose as to the application of the 
rule fixed by the Court. In further elucid- 
ating the situation the Court (in an opinion 
by Schaffer, J. on June 30, 1938), said: 

“Where mortgages held by a trust estate 
have been foreclosed and the properties cov- 
ered by them have been bought in by the 
trustees, -who is entitled to the net rents 
during the time the properties remain un- 
sold and are held by the trustees ? 

“Three solutions are proposed to us: (1) 
that the net rents shall be held by the trus- 
tees until the properties are sold, when the 
formula fixed by us shall be applied; (2) 
that the trustees may pay over the rents or 
a portion thereof to the life tenants in the 
trustees’ discretion; (3) that all the net 
rents shall be paid over to the life tenants, 
(a) with a liability to refund to the corpus 
of the trust any amount received in excess 
of that which the formula gives; (b) with- 
out the requirement to refund anything. In 
the event the second or third solution is 
adopted, a further question is, should the 
rents be paid to the life tenants from each 
property separately, or should the fore- 
closed properties be grouped? 

“The trend of our thought being that life 
tenants are to be favored when they can be, 
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how shall the problem before us be worked 
out in the most practical and equitable way? 
In many, if not most instances, if the dis- 
tribution of net rents, from properties taken 
over by trustees in foreclosure, is to be left 
to their discretion, the trustees for their 
own protection will not pay anything to life 
tenants, until the property has been sold, 
when the apportionment rule can be applied, 
and exact sums be allocated. This is what 
is happening now, with much hardship in 
many cases to life tenants. It is often 
necessary in the proper administration of 
a trust to retain properties following fore- 
closure for many years, and to deprive the 
life tenants of income during a long period 
would be to completely thwart the obvious 
intention of the testator. The real intent 
of testators is that life tenants shall pres- 
ently receive accruing income, and, there- 
fore, we think net rents from foreclosed 
properties, that is gross rents, less taxes, 
insurance, repairs and other carrying 
charges, should be paid to life tenants. This 
was the conclusion of the court below and 
it decided, that where net rents are paid to 
life tenants, and where they have received 
more than would be due them under the 
formula, the trustees may recoup the 
amount of the overpayment out of other in- 
come in hand. 


“It was also determined that the net rents 
should be paid to the life tenants not from 
the amount received from each individual 
property, but that all the properties taken 
over by foreclosure should be considered to- 
gether, those which were productive of in- 
come, and those which were not, and that 
the amount distributable to life tenants 
should be the net result from all of the 
properties. After mature consideration, 
we have decided not to adopt this conclu- 
sion, and announce the rule that net rents, 
based upon the return from each individual 
property, shall be distributed to life tenants. 

“The carrying charges on unproductive 
property can be advanced out of principal. 
These advancements can be recouped when 
the properties are sold. The worst that 
could happen to the corpus would be that 
the property, when sold, would not bring 
enough to cover the advancements. This 
we think most unlikely. The property it- 
self in the hands of the trustees is security 
to them for advances made. (See Restate- 
ment, Trusts, Sec. 233m.) 

“It is suggested in the brief filed amici 
curiae, by a number of trust companies, 
while admitting the hardship that might be 
entailed upon life tenants by putting all of 
the properties, productive and unproductive, 
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in hotch pot, that this hardship could be 
ameliorated through a petition to the court 
by a distressed life tenant for equitable re- 
lief from the rule. This we think would be 
an unsatisfactory method of handling such 
a matter. Judge Holland, President Judge 
of the Orphans’ Court of Montgomery Coun- 
ty in a thoughtful opinion inDevelon’s Est. 
30 D. C. 19, concluded that the rule of the 
Restatement, that taxes and other carrying 
charges on unproductive land are payable 
out of principal, even though the trust es- 
tate includes other property from which in- 
come is derived is ‘the most equitable and 
expedient solution and a rule the applica- 
tion of which is not inconsistent with con- 
trolling authority.’ It is better that life 
tenants’ ‘incomes should be preserved to 
them, as far as it is possible to do so, even 
though it may result in ultimate diminish- 
ment of principal to be paid to far off re- 
maindermen.’ 

“The only case brought to our attention 
in which a court of final appeal has fully 
considered the main question here involved, 
whether net rents are payable to life ten- 
ants before the foreclosed property is sold, 
is In re Otis’ Will, 276 N. Y. 101, 11 N. E. 
(2d) 556, (1937), [65 Trust Companies 763 
(Dec. 1937)] in which that court declined to 
approve a lower court decision, that such 
net rents cannot be treated as distributable 
income until the original capital has been 
fully restored. The court decided that the 
trustee might distribute the surplus income 
from rents in its discretion, in this connec- 
tion saying: ‘This discretion, moreover, 
should be exercised with appropriate regard 
for the fact that unless a life tenant gets 
cash he does not get anything in the here 
and now.’ 

“On the question as to whether the trus- 
tees can recoup from income in their hands 
the amount of an overpayment to the life 
tenants, the courts in general have decided, 
as we do, in the affirmative: Ballantine v. 
Young, 74 N. J. Eq. 572, 70 A. 668; Ham- 
mond v. Hammond, 169 Mass. 82, 47 N. E. 
535; Equitable Trust Co. v. Miller, 185 N. 
Y. S. 661, aff’d. 197 App. Div. 391, 189 N. 
Y. S. 293, aff’d. 233 N. Y. 650, 1385 N. E. 
955.” 

5 ()- 

Direct investments by American corpora- 
tions and business men in foreign enter- 
prises and properties at the end of 1936 
totalled $6,691,000,000, according to a re- 
port made public by the Department of 
Commerce. This estimate, the report states, 
compares with $7,528,000,000 invested at the 
end of 1929. 
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Powers — Limitations — Termination 
of Trust—When is Creator Sole 
Beneficiary 


Virginia—Supreme Court of Appeals 


Bottimore v. First & Merchants National Bank, 
196 S. E. 593. 


Creator transferred property to a trustee 
upon trust to pay the income to the creator 
during her lifetime. The trust instrument, 
which was in terms irrevocable, then pro- 
vided that on the death of the creator the 
principal of the trust estate should pass in 
accordance with the creator’s will but, if she 
died intestate as to the trust property, the 
same should be divided among her then liv- 
ing issue per stirpes. Should any issue be 
then a minor, the trustee was to expend so 
much of the principal and income of such 
issue’s share as it might deem advisable for 
his or her support, maintenance, and educa- 
tion until such issue attained majority, 
whereupon such issue was to receive the 
then principal of his or her share and all 
income accumulations. Should any child of 
the creator survive the creator but die be- 
fore reaching majority, such minor’s share 
was to revert to the trust estate if he or she 
died unmarried and without issue but, if 
such minor left surviving a widow, widower, 
and/or issue, such minor’s share was to 
pass in accordance with the Virginia stat- 
utes of descents and distributions. Should 
the creator die intestate and without issue, 
the then principal of the trust estate was 
to be divided equally among those sisters 
of the creator who survived her and the law- 
ful issue per stirpes of those sisters who 
predeceased her leaving lawful issue who 
survived the creator. After the creation of 
the trust, the creator married. She later 
filed suit to terminate the trust on the 
ground that she was the sole beneficiary. 
She had no children and, at the time she 
demanded a termination of the trust, the 
only then living persons described in the 
trust instrument were her two full sisters 
and her two half sisters. 


HELD: The creator was the sole bene- 
ficiary of the trust and could accordingly 
require a termination of the trust. 


NOTE: The court apparently considered 
the situation in the instant case as identical 
to that in which a creator transfers prop- 
erty to a trustee to pay the income to the 
creator for life, the principal to pass upon 
his death in accordance with his will or, if 
he dies intestate, to his heirs at law or next 
of kin. In such case a number of courts 
have held that the creator has in fact cre- 
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ated only an equitable life estate in himself 
and has merely written out the mode of dis- 
position upon his death which is fixed by 
law; viz., the property upon his death will 
pass in accordance with his will or, if he 
dies intestate, will pass to his heirs at law 
or next of kin. Fidelity and Columbia Trust 
Co. v. Gwynn, 206 Ky. 823, 268 S. W. 537; 
Stephens v. Moore, 298 Mo. 215, 249 S. W. 
601; Restatement of Trusts, Section 127. 
Other courts hold that the heirs at law and 
next of kin have contingent interests and 
refuse to permit a termination of the trust 
by the creator unless an express power to 
revoke is reserved. Whittimore v. Equit- 
able Trust Co., 250 N. Y. 298, 165 N. E. 454; 
Gray v. Union Trust Co., 171 Cal. 637, 154 
P. 306. The court apparently attached no 
importance to the fact that in the instant 
case (1) the persons who were to take upon 
the creator’s death were not designated as 
her “heirs at law” or “next of kin” but as 
her “issue” or her “sisters” and their “is- 
sue”, (2) the interests which these persons 
would have in the property were in several 
instances not the same as they would take 
as her heirs at law or next of kin, and (3) 
in event of the creator’s intestacy, her hus- 
band would be her sole distributee of her 
personalty. The decision is certainly unique 
and tends to confuse the law as to termina- 
tion of trusts. 
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Powers—Successor Fiduciarvy—Right 
of Executor to Resign—Effect of 
Filing Resignation 


California—District Court of Appeal 
Estate of Grafmiller, 94 C. A. D. 44. 


W., after qualifying as executor, resigned 
by filing in court written declination to act 
further. Alternate executor, S., then filed 
petition for appointment, but before this 
heard W. attempted to withdraw his resig- 
nation. Order failing to appoint alternate 
executor and refusing to revoke W.’s letters 
reversed. 


HELD: Under Probate Code Sec. 520 
resignation effective when filed. No accep- 
tance by court necessary, and it is not sub- 
ject to withdrawal. 


NOTE: Above decision does not cite Es- 
tate of True, 120 Cal. 352 (1898) holding 
that one appointed as executor who files 
renunciation may retract renunciation at 
any time prior to grant of letters to another 
person. 

Sec. 520, Probate Code, under which 
Grafmiller case was decided provides: “An 
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executor or administrator may resign his 
appointment at any time, by a writing filed 
in the Superior Court, to take effect upon 
the settlement of his accounts, ***” 

Former Code of Civil Procedure, Sec. 1427, 
in effect when True case was decided (al- 
though not cited by court) provided “Any 
executor or administrator may at any time, 
by writing filed in the Superior Court, re- 
sign his appointment, having first settled 
his accounts and delivered up all the estate 
to the person whom the court shall appoint 
to receive the same. ***” 

There seems to be no difference in the 
statute which justifies the different result 
reached in Grafmiller case. 
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Taxation—FEstate & Inheritance—On 
Death of Donor His Estate Will Be 
Taxed Upon Assumption Donee Will 
a Exercise Power of Appoint- 
men 


Illinois—Supreme Court 
The People v. Metropolitan Trust Co., 369 Ill. 84. 


Testator gave his residuary estate to a 
trustee with directions to pay the income 
to his wife for life and on her death to dis- 
tribute the remainder in accordance with 
her last will and testament. No provision 
was made in the event the power was not 
exercised. The wife survived testator. The 
tax was assessed in the donor’s estate on 
the transfer of the remainder on the as- 
sumption that his wife would exercise the 
power of appointment in favor of a stranger 
to the blood of the donor. The personal 
representative of the estate objected to the 
taxation of the estate on this theory and 
contended that the estate should have been 
taxed on the assumption that the power 
would not be exercised whereby the undis- 
posed of remainder would go to the heirs- 
at-law of the testator. 

HELD: The language of Section 25 of 
the Illinois Inheritance Tax Act imposing 
the highest rate “which, on the happening 
of any contingencies or conditions, would be 
possible under the provisions of this act,” 
must be construed as limited by the pro- 
visions of sub-section 4, which provides that 
the exercise of the power shall be deemed 
a taxable transfer by the donee of the pow- 
er the same as though bequeathed by him 
by will. Neither the amendment of sub- 
section 4 nor the language of Section 25 
warrants the conclusion that the tax pres- 
ently assessable in the donor’s estate is to 
be assessed on the assumption that the 
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donee will exercise the power. Sub-section 
4 covers the entire field of inheritance tax 
assessment in cases where the donee exer- 
cises the power of appointment and it oper- 
ates as a limitation upon the language of 
Section 25. In a case such as this the rule 
should be that where powers of appoint- 
ment are created the tax should be pres- 
ently assessed in the estate of the donor to 
be paid by the trustee or executor, as the 
case may be, and based on the assumption 
that the power would not be exercised. The 
Court erred in assessing the tax on the as- 
sumption that the donee of the power would 
exercise it for the benefit of a stranger. 
a 


Taxation—Income — Assessment of 
Tax Against Beneficiary by State 
of Residence and Domicile on In- 
come Received From Foreign Trust 


Virginia—Supreme Court of Appeals 
Ryan v. Commonwealth, 193 S. E. 534 


A, a resident of and domiciled in Vir- 
ginia, received income from a trust held, 
managed, and controlled in New York under 
the will of B, who died a resident of New 
York. The income so received by A was 
payable to her in the sole discretion of the 
New York trustees. New York assessed 
an income tax on all of the income received 
by the trust, including that portion thereof 
paid to A. Virginia assessed an income 
tax against A on account of the income re- 
ceived by her from this trust. A paid the 
Virginia tax under protest and then insti- 
tuted proceedings for a refund claiming (1) 
that the Virginia statutes did not authorize 
such an assessment and (2) that, even if 
they did, the assessment was violative of 
the due process clause of the Federal Con- 
stitution. 

HELD: The assessment was proper. 

NOTE: The Court held that the assess- 
ment was authorized by the Virginia stat- 
utes and that the Virginia income tax was 
an excise tax and therefore the assessment 
in this instance was not unconstitutional. 
Writ of certiorari has been granted by the 
Supreme Court of the United States. 
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Surrogate James A. Foley of New York 
County recently decided that he lacked jur- 
isdiction to act in a discovery proceeding 
brought by the Central Hanover Bank & 
Trust Co. to compel the Public National 
Bank & Trust Co. to deliver certain bearer 
bonds or the proceeds of their sale, pledged 
with the latter by Richard Whitney for a 
personal loan. 
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Wills—Probate—One of Three Recip- 
rocal Wills Not Revoked by Subse- 
quent Revocation by Marriage of 
Other Two Wills 


North Carolina—Supreme Court 
In re Will of W. J. Watson, 213 N. C. 309. 

Each of three unmarried brothers, being 
co-partners and having as tenants in com- 
mon an equal interest in real, personal and 
mixed property, entered into an agreement 
to execute tripartite wills in each of which 
the testator left all his property to his two 
brothers or the survivor thereof. The agree- 
ment of the brothers with respect to execu- 
tion of the tripartite wills was recited in 
detail in each will. Subsequently, two of 
the brothers married, resulting in the revo- 
cation of their wills, as provided by statute. 
After the marriage of the two brothers, the 
property and the income therefrom and from 
the business conducted by them was equally 
divided among them, and they agreed to 
partition the lands owned by them, and they 
mutually agreed to release each other from 
the obligations and conditions which entered 
into their agreement to make reciprocal 
wills. The unmarried brother did not ex- 
ecute another will, nor did he take any other 
steps to revoke the will executed by him in 
any of the methods provided by statute, as, 
for instance, burning, cancelling, tearing or 
obliterating the same. Following his death, 
the paperwriting executed by him as one 
of the tripartite wills was offered for pro- 
bate, to which a caveat was filed upon the 
grounds that the will had been revoked pre- 
vious to the death of the testator. 


HELD: That the action of the trial 
court in excluding the evidence of the cav- 
eators of the revocation by marriage of the 
other two brothers’ wills and the agreement 
between the three brothers to revoke all 
three wills and divide their properties, was 
proper, since a will can only be revoked by 
a compliance with the statutory provisions. 
It was decided that the declarations by the 
three brothers that the tripartite will had 
been revoked and destroyed and that each 
had released the other from all obligations 
in respect thereto if proven would not have 
brought the will offered for probate within 
any of the methods of revocation or cancel- 
lation provided by statute. 


Wills—Probate—Necessity of Writ- 
ten Order. to Perfect Appeal 


Massachusetts—Supreme Judicial Court 
Cherry v. Auger, 1938 A. S. 895, May 26, 1938. 


The requirement of G. L. 231, § 135, that 
the appealing party must, within ten days 
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after the case becomes ripe for the prepara- 
tion of the record, give to the Register an 
order in writing for the preparation of the 
necessary papers, is an “imperative pro- 
vision”, and failure to comply with it makes 
the appeal defective. 


In this case the attorney for the appel- 
lant wrote to the Clerk (it was an equity 
case in the Superior Court), asking for an 
estimate of the cost of preparing the rec- 
ord. The letter did not, however, contain 
a definite order for the preparation. The 
Clerk sent the estimate and the attorney 
paid it. The record was printed and the 
case entered in the full court. 


HELD: That on motion of the other party 
the appeal should be dismissed for failure 
to comply with the statute. The Court also 
held that while the Judge of the Superior 
Court might have dismissed the appeal had 
the motion been filed there (in which event 
his decision would have been reviewable 
by the full court), since no such motion was 
made and the papers were printed and en- 
tered in the full court, the latter court 
could, on motion, dismiss the appeal. 


(Note: While this was a Superior Court 
equity appeal, probate appeals are governed 
by the same principles.) 
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Wills—Probate—Undue Influence as 
to One Request Does Not Invalidate 
Entire Will 


Nebraska—Supreme Court 
In re Kjewski’s Estate, 279 N. W. 185. 
Contestants of a will contended that a 
gift to charity was obtained by undue in- 
fluence of the testator’s pastor. 


HELD: The fact that one bequest was 
due to undue influence will not necessarily 
invalidate the rest of the will. 


“The authorities with few exceptions support 
the general proposition that parts of a will may 
be held valid and enforceable notwithstanding the 
fact that other parts have been affected by undue 
influence and are invalid; provided, however, that 
the parts so affected are separable so that the 
will remains complete and intelligible in itself. 
69 A. L. R. 1129.” 
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Giles G. Bole, trust officer for the Secur- 
ity National Bank of Battle Creek, at Bat- 
tle Creek, Mich., has resigned to open a per- 
sonal trust service. 
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Foreclosure Legislation for 
Fiduciaries Recommended 
in Pennsylvania 


At the 44th Annual Meeting of the 
Pennsylvania Bar Association last 
month, several amendments to the Fidu- 
ciary Act of that State were urged for 
adoption by the Committee on Law of 
Decedents’ Estates and Trusts, approval 
being given by the association as a body. 
Among these was a suggestion by com- 
mittee member R. M. Remick, who is 
legal contributing editor to Trust Com- 
panies for Pennsylvania, that the law be 
amended to permit foreign fiduciaries to 
foreclose mortgages owned by the de- 
cedent at his death and sell the property 
acquired without the necessity of ob- 
taining ancillary letters. 


In order to save the costs of foreclo- 
sure and enable title to pass from a fidu- 
ciary to a purchaser without delay and 
additional expense, John R. Umsted, 
chairman of the committee, proposed an 
amendment permitting fiduciaries to ac- 
cept a deed in lieu of foreclosure. An- 
other purpose of the suggested change 
is, according to Mr. Umsted, “to relieve 
property so acquired from the character 
of investment in real estate by fiducia- 
ries.... to treat (it) as a temporary in- 
vestment, aiming at a shorter, less tor- 
tuous and less expensive disposition of 
the asset.” 
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